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THURSDAY, JULY 23, 1953 


Unirep States SENATE, 
Com™MiITTreE oN Pusiic Works, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:05 a. m., in room 412, 
Senate Office Building, Senator Edward Martin (chairman of the 
committee), presiding. 

Present: Senators Martin, Case, Bush, Kuchel, Beall, Morse, 
Chavez, Holland, Stennis, Kerr, and Gore, 

The Cuarrman. A quorum is present. The committee will come to 
order. 

The committee is very much honored with the presence of Governor 
Dewey of New York. 

Governor, it is very kind of you to come down this morning and 
give us your views on this very important subject. To my mind, 
this is one of the most important things confronting our country right 
now—the determination of how we are to secure the enormous amount 
of power that is necessary to carry on the objectives of this Nation. 

Next to that to my mind—and maybe even foremost—is the matter 
of roads. 

Governor Dewey, you have had a lot of experience in your long 
administration in New York. 'To my mind, roads are one of the most 
important parts of our great transportation system here in this 
country. 

At the request of Governor Dewey, Senator Ives will lead off this 
morning. 

So, Senator Ives, you make whatever statement you may desire 
to make. 

Before you start in, it may be interesting as Governor Dewey, 
Senator Holland, and Senator Kerr when he gets here, and Mr. 
Dempsey, Senator Lehman, and myself, have all been Governors, it 
makes kind of a little reunion. 

Governor Drewry. And most of us were members of the governors 
conference at the same time. 

The Cuatrman. At the same time. That is correct. 

Senator Ives, go ahead. 


STATEMENT OF HON. IRVING M. IVES, A UNITED STATES SENATOR 
FROM THE STATE OF NEW YORK 


Senator Ives. Mr. Chairman and members of the committee. Be- 
cause the chief matter of consideration before your committee, as I 
understand it, this morning is S. 1971, which I have introduced, I 
1 
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would like to make a few preliminary remarks before Governor 
Dewey appears. 

This bill was introduced by me as a measure comparable and very 
similar to the measure I introduced in the 82d Congress, S. 1963, in 
that Congress. It is in pursuance of the provisions of the Niagara 
Redevelopment Treaty between the United States and Canada, which, 
as we recall, was ratified by the Senate of the United States on August 
9, 1950. It calls for the redevelopment of the Niagara River by the 
New York State Power Authority. In other words, it provides for 
the further carrying out of what has been known as the New York 
plan. 

In this connection I would point out that historically this is not a 
new doctrine in New York State. For many years both the Republi- 
can and the Democratic Parties in their platforms have had planks 
calling for the development of power in the State of New York by the 
people, in other words, through the government of the State of New 
York or some agency of the government of the State of New York, 
with respect to the Niagara River. This was first promulgated b 
Charles Evans Hughes in his annual message of January 5, 1910. It 
was greatly advanced by Governor Alfred E. Smith. It was adhered 
to by Governors Franklin Delano Roosevelt and Herbert H. Lehman. 
And now, under the administration of Governor Thomas E. Dewey it 
has been further advanced and is being adhered to. 

Of course, there are several approaches which may be made to this 
subject, but it has seemed to me the way in which it can be most easil 
brought to a head is through legislation of the type I have introduced. 

Inasmuch as I am not as familiar with this question as are some who 
are here today representing the State of New York, I merely make this 

reliminary statement and I ask at this time to call upon Governor 

Jewey to continue this discussion. 

The Cuatrman. Thank you, Senator Ives. 

Senator Cuavez. May I ask one question ? 

The Cuatrman. Senator Chavez. 

Senator Cuavez. Just one brief question. 

Senator Ives. Yes, sir. 

Senator Cuavez. Of course, you know there are three different bills 
being considered by this committee now that refer to the same matter. 

Senator Ives. I understand so. 

Senator Cuavez. Have you studied Senator Lehman’s proposed 
legislation, and also Senator Capehart’s Pe osed legislation, which I 
understand is identical with H. R. 4351! There are three proposals. 

Senator Ives. I have. 

Senator Cuavez. And in making the brief statement that you have 
now you have done so after studying the other two pieces of legisla- 
tion ? 

Senator Ives. That is right. 
Senator Cuavez. Thank you. 
The Cuarrman. Allright; Governor Dewey. 
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STATEMENT OF HON. THOMAS E. DEWEY, GOVERNOR OF THE STATE 
OF NEW YORK, ACCOMPANIED BY JOHN E. BURTON, CHAIRMAN, 
POWER AUTHORITY OF THE STATE OF NEW YORK, AND GEORGE 
M. SHAPIRO, COUNSEL TO THE GOVERNOR, STATE OF NEW YORK 


Governor Dewry. Mr. Chairman, may I say I am personally grate- 
ful for your courtesy in inviting me and for the very great pleasure 
of appearing before this distinguished committee on which you, my 
old and great friend, are chairman. Also it is a pleasure to find here 
so many former associates in the field of State government, including 
the former Governor of Florida, the former comptroller of the State 
of California, who are on the committee, and the others who are here. 

I should like to make it perfectly clear that I do not speak or pre- 
tend to speak as an expert. Apparently there are many experts on 
this subject and they do not all agree. I speak as one who, however, 
for a great many years has been deeply concerned with the conserva- 
tion of our natural resources and with the appropriate use and devel- 
opment of the waterpower of the country for the benefit of all the 
people. 

If I may, I should like to treat this subject de novo, beginning at 
the beginning, and stating the facts as I understand them and the 
figures as they have been provided to me by the experts of the State 
government. They are accurate to the best of our knowledge and 
belief. 

It is not wholly or widely recognized that the Niagara River and 
the St. Lawrence River are in fact one continuing river flowing into 
and out of Lake Ontario. The Niagara River, as every American 
knows, provides the most beautiful ws ‘aterfall in the world. It is one 
of the priceless natural resources of the country. It is one to which 
all brides and bridegrooms either go or want to go, or plan to visit on 
a later anniversary. It is a natural resource to which people from 
every nation in the world have made their pilgrimages. 

The manner in which we cherish and preserve this priceless na- 
tional asset is, I believe, in many respects a symbol of our care and 
interest in the preservation of our good name, our culture, and our 
civilization. 

After the Niagara has fallen some 300 feet in a precipitous drop, 
the river flows on into Lake Ontario. To the northeast you find the 
St. Lawrence River flowing out of the lake. There is an 80-foot drop 
at Massena. These constitute the greatest natural resources left for 
the development of waterpower in the North American Continent. 

They will produce more power than all the Tennessee Valley 
Authority hydro plants. The Niagara River site is the greatest 
water-power asset left undeveloped in the United States, and for good 
measure, in Canada or Mexico. Therefore, the manner of its develop- 
ment is a matter of the greatest concern not only to the people of the 
State of New York, who, as I believe I can demonstrate, own it, or 
own half of it, but to all of the American people and to the free world, 
insofar as it has a major bearing upon our national defense and the 
defense of the free world. 

This is not a new or a recent controversy which is before this com- 
mittee and before the Senate and House. Theodore Roosevelt laid 
the pattern during the days when it was a matter of great and constant 
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national concern, whether our national resources should be kidnaped 
by those who would exploit them for their private use. Theodore 
Roosevelt said : 

You have elected too many men in the past who have taken what belongs 
to the Nation. Coal and oil barons cannot compare to waterpower barons. Do 
not let them get a monopoly on what belongs to this State. * * * Do not give up 


your waterpower for a promise of quick developments. We are poor citizens 
if we allow the things worth most to get into the hands of a few. 


I believe it is generally conceded that Theodore Roosevelt was a 
great Governor of New York. 

Charles Evans Hughes spoke with more precision on this subject 
in dealing with the precise body of water which is before this com- 
mittee. I doubt if anyone here would care to call Charles Evans 
Hughes a flaming radical. 

He said: 


The following principles should, I believe, be accepted— 


This was in his annual message to the legislature in 1910 in which 
he dealt in detail with this entire subject of conservation. He said, and 
I am quoting now: 


The following principles should, I believe, be accepted: * * * That with 
respect to any other streams flowing through any public park or reservation 
of the State, such plans should likewise be executed by the State and it should 
retain exclusive ownership and control in order adequately to safeguard the 
State’s interests. 


Seventy years ago Niagara was made a public park and reservation 
by the State of New York in order to preserve it from despoliation. 
Therefore it is clear that Charles Evans Hughes was speaking specifi- 


-ally of the Niagara River, the subject before this committee. 

Personally I have the most profound respect for his wisdom and for 
his leadership in that matter. 

Just so that the position of the people of New York will get entirely 
clear on the record, so that it is indisputable, and so that no one may 
challenge it by citing the vote of any individual or group of indi- 
viduals to the contrary, I should like to point out first the party 
platforms. 

In the year 1918 the Democrat Party platform called for, and 
I quote: 


Public development of the State’s waterpower; recovery of the State’s water- 
power ; recovery, so far as possible, of waterpowers already surreundered. 


That platform repeated in substance and specifically elaborated 
with reference to Niagara and St. Lawrence, was reaffirmed by the 
Democratic Party in 1920, 1922, 1924, 1926, 1928, 1950, 1932, 1934, 
1936, 1938, 1942, 1946, and 1950. 

As to the Republican Party, there were differences with the Demo- 
crats, at one stage during the 1920’s when the Republican Party strayed 
from the leadership of Theodore Roosevelt and Charles Evans Hughes, 
but it returned. 

In 1934 the Republican Party platform of the State of New York 
said: 

We pledge support of the State power development to create hydroelectric 
power at low price for the citizens and industries of our State, but we condemn 


the present commissioners of the authority for failure in the last 4 years to make 
definite progress and for the expenditure of large appropriations without results. 
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Senator Morse. Governor, I think it is clear, but in order to make 
it perfectly clear, you are talking about the platforms of the parties 
in the State and not national platforms. 

Governor Drwry. Yes, sir. In 1938 the Republican Party of the 
State of New York said: 

We oppose the sale of the people’s interest in the State’s waterpower resources. 
We further oppose the licensing or leasing to any private enterprise of the 
people’s undeveloped waterpower resources. 

; This was substantially reiterated in 1942 and in 1946 in the Republi- 
; can Party platform of the State of New York. And in 1950, as you 
will recall, further waters from the Niagara became available for the 
first time by reason of the signing and approval by the Senate of the 
treaty permitting the use of more water from the Niagara River. 
Therefore, specifically with regard to that matter which is before 
your committee the Republican platform of the State of New York 
in 1950 said: 
5 Under this administration the State for the first time has accomplished effec- 
tive control over public waters diverted for power purposes. As a result it has 
collected more than $1 million a year in rentals from private companies for 
waters previously diverted without charge. Now that more water has been made 
; available by the Niagara Treaty of 1950, we propose that this power be developed 
by the State for the benefit of the people, through the power authority, which was 
created to develop St. Lawrence River power * * * We shall continue to oppose 
the sale, lease, or licensing to private ownership of the people’s interest in the 
State’s undeveloped waterpower resources; we shall likewise continue to resist 
the efforts of those who seek to seize these waters as part of a great Federal 
power monopoly. 


ia ia 


weclatlAat serr 


I may say that that platform deals as specifically as I know how in 
the English language with the subjects before this committee. 
; The candidates on that platform were elected in a bitterly contested 
4; 


election by a plurality of 572,000 votes. 

This matter, I submit, has been submitted to the people of the State 
of New York, debated, passed upon time and time and time again; and 
never has anyone who held a different view been elected to statewide 
office in the history of the State of New York, with the possible excep- 
tion of once, in the year 1920, when a governor was elected by running 
1 million votes behind Warren G. Harding. 

Just so that again there shall be no doubt whatsoever as to the 
views of the people of New York, I should like to refer to the statutes. 
The first statute on this subject was passed in the year 1931. It was 
fought for for many years by Alfred E. Smith, who built the strue- 
ture for the power authority, who built it wpon the concept that the 
waters of the State—the great waterpower resources—were the prop- 
erty of the people; that they must not be taken from the people by 
any private group; that they should be developed by the State; and 
that the power thereby developed should be distributed by private 
companies so as to preserve and strengthen private enterprise. That 
was Al Smith’s position. 

The law was enacted actually while Franklin Roosevelt was Gov- 
ernor, and solely for the purpose of improving and strengthening it 
the law was reenacted in 1939, in 1949, and 1950, and in 1951. Five 
times has the Legislature of the State of New York passed upon this 
subject, each time strengthening the act. 
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Without burdening you with detail, the act reads in part as fol- 
lows—this is I, section 1001, Declaration of Policy. It reads: 
Those parts of the Niagara and Saint Lawrence rivers within the boundaries 


of the State of New York are hereby declared to be natural resources of the 
State * * * 


And further down it concludes that they—and I am quoting: 


* * * shall always remain inalienable to, and ownership, posssession, and con- 
trol thereof shall always be vested in, the people of the State. 

The law enacted in 1931 with minor amendments in 1949, permitted 
the State power authority to build transmission lines, but only in 
the event that private transmission lines are not available. In other 
words, our philosophy is that we do not believe the people of the State 
should be burdened by duplicate costs. We believe in private enter- 
prise and we believe that the power should be distributed at a fair 
price by the private companies for the benefit of all the people and 
not a fraction of the people. 

Senator Morse. Mr. Chairman, for the convenience of the commit- 
tee I respectively suggest that the staff be instructed to take the Gov- 
ernor’s citations to the laws at this point and have them incorporated 
ino the record at this point, so that we will have the entire statute 
available to us when we come to read the record. 

The CHatrman. Senator Morse, that is a very good suggestion. 
The staff will just insert the entire statute at that place i in the record, 
and then we can have it. 

Governor Drewry. I believe, for the purpose of the record, it is public 
authorities law, article V, title I, Power Authority of the State of 
New York, sections 1000 to 1015. The portion from which I read 1s 
1001, that is section 1001. The entire act is available, and, Mr. 
Reporter, I will transmit it to you. 

(The document referred to is as follows :) 


POWER AUTHORITY ACT 


As Amended by Chapter 146, Laws of New York, 1951, Amending the Public 
Authorities Law 


ARTICLE 5—Pusiic UTILITy AUTHORITIES 


TITLE 1—POWER AUTHORITY OF THE STATE OF NEW YORK 
Sec. 
1000, Short title 
1001. Declaration of policy. 
1002. Power Authority of the State of New York. 
1003. Trustees. 
1004. Officers and employees ; expenses. 
1005. Powers and duties of authority. 
1006. Power to compel attendance of witnesses. 
1007. Acquisition of property. 
1008. Consent of state. 
1009, Contracts negotiated by authority. 
1010. Bonds of the authority. 
1011. Agreement of the state. 
1012. Exemption from taxation. 
1013. Repayment of state appropriations. 
1014. Public service law not applicable; inconsistent provisions in other acts superseded. 
1015. Title not affected if in part unconstitutional or ineffective. 


§ 1000. Short Title. 
This title may be cited as the “Power Authority Act.” 
§ 1001. Declaration of Policy 


Those parts of the Niagara and Saint Lawrence rivers within the boundaries 
of the state of New York are hereby declared to be natural resources of the state 
for the use and development of commerce and navigation in the interest of the 
people of this state and the United States. In order to provide for the most 
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beneficial use of these natural resources, for the creation and development of 
hydro-electric power in the interest of the people of this state, and to preserve 
and enhance the scenic beauty of the Niagara Falls and river, such natural re- 
sources, including the beds and waters of the said rivers as instrumentalities of 
commerce and navigation, and the beds, waters, power and power sites in, 
upon or adjacent to or within the watersheds of the said rivers, owned or con- 
trolled by the people of the state, or which may hereafter be recovered by or 
come within their ownership, possession and control, shall always remain inalien- 
able to, and ownership, possession and control thereof shall always be vested 
in, the people of the state. 


§ 1002. Power Authority of the State of New York 

For the purpose of effectuating the policy declared in section one thousand 
one of this chapter and of improving the Niagara and Saint Lawrence rivers 
as instrumentalities of commerce and navigation and developing the hydro- 
electric power resources thereof, there is hereby created a corporate municipal 
instrumentality of the state to be known as “Power Authority of the State of 
New York,” hereinafter in this title referred to as “the authority,” which shall 
be a body corporate and politic, a political subdivision of the state, exercising 
governmental and public powers, perpetual in duration, capable of suing and 
being sued, and having a seal, and which shall have the powers and duties here- 
inafter enumerated, together with such others as may hereafter be conferred 
upon it by law. 

It shall report annually to the governor and the legislature upon its operations 
and transactions. 

§ 1003. Trustees 

The authority shall consist of five trustees, who shall serve respectively for 
terms of one, two, three, four and five years, to be appointed by the governor, 
by and with the advice and consent of the senate. Each trustee shall hold office 
until his successor has been appointed and qualified. At the expiration of the 
term of each trustee and of each succeeding trustee the governor shall, by and 
with the advice and consent of the senate, appoint a successor, who shall hold 
office for a term of five years, or until his successor has been appointed and 
qualified. In the event of a vacancy occurring in the office of a trustee by death, 
resignation or otherwise, the governor shall, by and with the advice and consent 
of the senate, appoint his successor, who shall hold office for the unexpired term. 
Three trustees shall constitute a quorum for the purpose of organizing the 
authority and conducting the business thereof. 

The trustee shall receive no salary, but each trustee shall be paid his reasonable 
expenses in the performance of his duties hereunder, together with a per diem 
allowance of eighty-five dollars when traveling or rendering services as trustee, 
provided that the aggregate of such per diem allowances to any one trustee in 
any one year shall not exceed the sum of eight thousand five hundred dollars. 


§ 1004. Officers and Employees ; Expenses 


The trustees shall choose from among their own number a chairman and 
vice-chairman. They shall from time to time select such employees, including 
engineering, marketing and legal skill, as they may require for the performance 
of their duties and shall prescribe the duties and compensaton of each officer 
and employee. They shall adopt by-laws and rules and regulatons suitable to 
the purposes of this title. As long as and to the extent that the authority is 
dependent upon appropriations for the payment of its expenses, it shall incur 
no obligations for salary, office or other expenses prior to the making of appro- 
priations adequate to meet the same. 


§ 1005. Powers and Duties of Authority 


Forthwith upon the appointment and organization of the trustees and sub- 
ject to the conditions and limitations in this title contained, the authority, in 
cooperation with the proper Canadian authorities and those of the United States 
as hereinafter directed, shall proceed with the improvement and development 
of the Niagara river and the international rapids section of the Saint Lawrence 
river (which is defined as that part of the said river from Ogdensburg to the 
point where it leaves the territory of this state) for the aid and benefit of com- 
merce and navigation and for the development of the hydro-electric pewer in- 
herent therein in accordance with the provisions of this title. 

The authority is authorized and diected : 

1. To cooperate with the appropriate agencies and officials of the United 
States government to the end that any project undertaken under the authority 
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of this title shall be consistent with and in aid of the plans of the United States 
for the improvement of commerce and navigation along the Niagara and Saint 
Lawrence rivers and shall be so planned and constructed as to be adaptable to 
the plans of the United States therefor, so that the necessary channels, locks, 
canals, and other navigational facilities may be constructed and installed by 
the United States, in, through, and as part of such project. 

2. To negotiate with the appropriate Canadian authorities and agencies re- 
specting the improvement and development of the Niagara river, and the inter- 
national rapids section of the Saint Lawrence river for the aid and benefit of 
commerce and navigation and the development of hydro-electric power there- 
from, and to plan and agree with them upon cooperative action to that end in- 
cluding any shifting of international boundary lines between Canada and the 
United States and upon the use, control and disposition of the facilities to be 
created and the hydro-electric power to be developed by any project authorized 
by this title. Such negotiations and agreements shall be conducted and con- 
cluded with due regard to the position of the United States in respect to inter- 
national agreements, and any such agreements as may be reached with Ca- 
nadian authorities or agencies may be submitted by the authority to congress 
for its approval, if it be advised that such approval is necessary or desirable. 

3. To apply to the appropriate agencies and officials of the United States 
government and/or of the Dominion of Canada or its provinces, including the 
federal power commission and the international joint commission, for such 
licenses, permits or approval of its plans or projects as it may deem necessary 
or advisable, and in its discretion, and upon such terms and conditions as it 
may deem appropriate, to accept such licenses, permits or approvals as may be 
tendered to it by such agencies or officials; and to enter into contracts with 
such agencies or officials relating to the construction or operation of the proj- 
ects. Neither the authority nor any trustee, officer or agent thereof shall have 
any power to waive or surrender for any purpose whatsoever any right of the 
State of New York, whether sovereign or proprietary in character, in and to 
the Niagara and Saint Lawrence rivers, their waters, power, channels, beds, 
or uses, or the right of the state to assert such rights at any future time; pro- 
vided, however, that nothing herein contained shall be construed as limiting the 
power of the authority to accept a license issued by the federal power commis- 
sion pursuant to the provisions of the federal power act, as amended, and the 
terms and conditions therein imposed pursuant to law. If for any reason 
the authority shall fail to secure any such license, permit or approval as it may 
deem necessary or advisable, or shall decide not to make application therefor, 
it is authorized to institute suit, or to apply to congress for legislation, or take 
such other action in the premises as it may deem necessary or advisable, in 
the furtherance of the project and for the protection of its rights and those of 
the state. 

4. To study the desirability and means of attracting industry to the state of 
New York, consistent with and in effectuation of the policy declared in sub- 
paragraph five immediately following. 

5. To develop, maintain, manage and operate those parts of the projects 
owned or controlled by it in such manner as to give effect to the policy hereby 
declared (and all plans and acts, and all contracts for the use, sale, transmis- 
sion and distribution of the power generated by the said projects, shall be made 
in the light of, consistent with and subject to this policy), namely, that the 
projects shall be in all respects for the aid, improvement, and benefit of com- 
merce and navigation in, through, along and past the Niagara river, the Saint 
Lawrence river and the international rapids section thereof, and that in the 
development of hydro-electric power therefrom such projects shall be considered 
primarily as for the benefit of the people of the state as a whole and particu- 
larly the domestic and rural consumers to whom the power can economically 
be made available, and accordingly that sale to and use by industry shall be 
a secondary purpose, to be utilized principally to secure a sufficiently high load 
factor and revenue returns to permit domestic and rural use at the lowest pos- 
sible rates and in such manner as to encourage increased domestic and rural 
use of electricity. In furtherance of this policy and to secure a wider distribu- 
tion of such power and use of the greatest value to the general public of the 
state, the authority shall in addition to other methods which it may find advan- 
tageous make provision so that municipalities and other political sub-divisions 
of the state now or hereafter authorized by law to engage in the distribution of 
electric power may secure a reasonable share of the power generated by such 
projects, and shall sell the same or cause the same to be sold to such municipali- 
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ies and political subdivisions at prices representing cost of generation, plus 
apital and operating charges, plus a fair cost of transmission, all as deter- 
ined by the trustees, and subject to conditions which shall assure the resale 


of such power to domestic and rural consumers at the lowest possible price, 


provided, however, that in disposing of hydro-electric power pursuant to and 

1 furtherance of the aforementioned policy and purposes, appropriate provi- 
ion may also be made to allocate a reasonable share of project power to agen- 
ies created or designated by other states and authorized to resell the power 

» users under the same terms and conditions as power is disposed of in New 
York state. To that end, the authority may provide in any contract or con- 
racts which it may make for the sale, transmission and distribution of the 
power that the purchaser, transmitter or distributor shall construct, maintain 
nd operate, on such terms as the authority may deem proper, such connecting 
ines as may be necessary for transmission of the power from main transmis- 
ion lines to such municipalities or political subdivisions. 

6. To negotiate in the manner hereinafter provided a contract or contracts 
for the sale, transmission and distribution of power generated by any project 
iuthorized by this title which by the terms thereof will provide : 

a. Payment of all operating and maintenance expenses of the project. 

b. Interest on and amortization and reserve charges sufficient within fifty 
years of the date of issuance to retire the bonds of the power authority issued 
or the project. 

ce. Continuous control and operation of the project by the authority. 

d. The effectuation of the policy declared in sub-paragraph five above. 

e. Full and complete disclosure to the authority of all factors of cost in the 

ansmission and distribution of power, so that rates to consumers may be fixed 
nitially in the contract and may be adjusted from time to time on the basis 
f true cost data, provided that in fixing such cost of transmission and dis- 
ibution no account shall be given to any franchise value, going value or good- 

ll based upon the existence of the contract and the availability of the power 
for sale by the transmitting or distributing company or any company associated 
herewith. 

f. Periodic revisions of the service and rates to consumers on the basis of 
iccurate cost data obtained by such accounting methods and systems as shall be 
ipproved by the trustees and in furtherance and effectuation of the policy de- 
lared in sub-paragraph five above. 

g. That the rates, services and practices of the purchasing, transmitting 
nd/or distributing public agencies or companies in respect to the power gener- 
ited by such projects shall be governed by the provisions and principles estab- 
ished in the contract, and not by regulations of the public service commission 

by general principles of public service law regulating rates, services and 
ractices. 

h. The rate structures agreed upon in such contract may provide different 
ates for different localities, classes of consumers, and amounts of current con- 
sumed, and for changes in the rates resulting from variation in operating costs 
ind fixed charges. 

i. For the cancellation and termination of any such contract upon violation 
of the terms thereof by the purchasing, transmitting or distributing public 
igency or company, or any subsidiary or associate thereof. 

j. For such security for performance as the authority may deem practicable 
ind advisable, including provisions assuring the continuance of service by the 
purchasing, transmitting and/or distributing public agencies or companies 
and/or the use of their facilities for such service and/or the continuance of an 
outlet and adequate market for the power generated by such projects. 

k. Such other terms not inconsistent with the provisions and policy of this 
title as the authority may deem advisable. 

7. To proceed with the physical construction of any project authorized by this 
title, including the erection of the necessary dams, power houses and other 
facilities, instrumentalities and things necessary or convenient to that end, and 
including also the erection of such transmission lines as may be necessary to 
conduct electricity to industrial users located at or near the site; and includ- 
ing also the acquisition, by contract only with the owners thereof, of transmis- 
sion lines or the use of such transmission lines, available or which may be made 
available, to conduct electricity to such point or points at which the electricity 
is sold by the authority to any person, corporation or association, public or pri- 
vate, engaged in the business of distribution and sale of electricity to ultimate 
consumers; or if the authoritv is unable to so acquire by contract the owner- 
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ship or use of such transmission lines, including also the erection by the author- 
oty of tranmission lines necessary for such purposes ; and thereafter to maintain 
and operate the project in accordance with the provisions and policy of this title. 
The authority is specifically authorized to undertake the construction of any 
project in one or more steps as it may find economically desirable or advanta- 
geous, and as it may agree with the appropriate Canadian and United States 
authorities. Whenever in this title reference is made to “project,” it shall be 
understood to refer to such part of any project authorized by this title as may 
from time to time be in existence or immediately projected. 

8. To exercise all the powers necessary or convenient to carry out and effectu- 
ate the purposes and provisions of this title; and as incidental thereto to own, 
lease, build, operate, maintain and dispose of real and personal property of 
every kind and character, to acquire real property and any or every interest 
therein for its lawful purposes by purchase, or by condemnation as hereinafter 
provided, to borrow money and secure the same by bonds or liens upon revenue 
from any property or contracts held or to be held by it, to sell water or electric 
power, and generally to do any and every thing necessary or convenient to carry 
out the purposes of this title, provided that the authority shall have no power 
at any time to pledge the credit of the state nor shall any of is obligations or 
securities be deemed to be obligations of the state nor shall the authority have the 
power to lease or sell any dam, or power house at the site. 

9. Notwithstanding any limitations hereinbefore expressed, the authority is 
authorized and directed forthwith or from time to time as it shall deem advis- 
able and within the limitations of the appropriations made available for it to 
initiate and prosecute all inquiries, investigations, surveys and studies which it 
may deem necessary or desirable as preliminary to the effectuation of the other 
powers and duties conferred upon it by this title. 

§ 1006. Power to Compel Attendance of Witnesses 

For the purpose of exercising its powers and performing its duties hereunder 
and of securing such information as it may deem necessary hereunder, the 
authority shall have the power to compel the attendance of witnesses and the 
production of documents in the manner provided for in the civil practice act 
for the subpoenaing of witnesses and production of documents before a referee 
or special master, and if a person supoenaed to attend before it shall fail to 
obey the command of such subpoena without reasonable cause, or refuse to be 
sworn or examined, or to answer a pertinent question or produce a pertinent 
book or paper, the authority may apply to the supreme court or any judge thereof 
for an order requiring such person to show cause why he should not comply 
with the subpoena or direction of the authority. The court, or a justice before 
whom such order shall be returnable, shall examine such person, determine 
whether or not the testimony or evidence is relevant or pertinent, and if it be so 
determined, shall order such person to comply accordingly forthwith, and in the 
event of refusal may commit the offender to jail, there to remain until he sub- 
mits toe the order of the court or such justice, or is discharged according to law. 
The power hereby conferred upon the authority may be exercised by any one or 
more of the trustees if he or they are authorized so to act on behalf of 
the authority by resolution or by law. 


§ 1007. Acquisition of Property 


If, for any of the purposes hereunder, including temporary construction pur- 
poses and the making of additions or improvements, the authority shall find it 
necessary or convenient for it to acquire any real property as herein defined, 
whether for immediate or future use, then the authority may find and determine 
that such property is required for a public use, and upon such due determina- 
tion, such property shall be and shall be deemed to be required for such public 
use until otherwise determined by the authority and with the exceptions herein- 
after specifically noted such determination of fact shall not be affected by the 
fact that such property has theretofore been taken for, or is then devoted to, a 
public use; but the public use in the hands or under the control of the authority 
shall be deemed superior to the public use in the hands of any other person, asso- 
ciation or corporation. If the authority is unable to agree for the acquirement 
of any such property, or if the owner thereof shall be incapable of disposing of 
the same, or if, after diligent search and inquiry, the name and residence of any 
such owner cannot be ascertained, or if any such property has been acquired or 
attempted to be acquired and title or other rights therein have been found to be 


invalid or defective, the authority may acquire such property by condemnation 
under and pursuant to the provisions of this title. 
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1. When any real property within this state is sought to be acquired by con- 
demnation, the authority shall cause a survey and map to be made thereof, and 
shall cause such survey and map to be filed in its office. There shall be annexed 
to such survey and map a certificate executed by the chief engineer of the au- 
thority, or by such other officer or employee as may be designated by the trus- 
tees, stating that the property or interest therein described in such survey and 
map are necessary for its purposes. 

2. Upon filing such survey and map the authority shall petition a special term 
of the supreme court held in the judicial district in which the property is located, 
or the county court of any county where such property is located, for the con- 
demnation of such property or interest therein, as have not been otherwise ac- 
quired. Such petition shall be generally in the form prescribed by section four 
of the condemnation law, so far as consistent herewith. Such petition, together 
with a notice of pendency of the proceeding, shall be filed in the office of the 
county clerk of such county and shall be indexed and recorded as provided by 
law. A copy of such petition together with a notice of the presentation thereof 
to such special term of the supreme court or to the county court shall be served 
upon the owners as provided in sections five and six of the condemnation law. 
The authority may cause a duplicate original affidavit of the service thereof to 
be recorded in the books used for recording deeds in the office of the county clerk 
of the county wherein the property described in such notice is situated, and the 
recording of such affidavit shall be prima facie evidence of due service thereof. 

3. At any time after the recording of the petition and notice as above provided 
the authority may enter upon and use and occupy all the parcels of real estate 
described in the proceedings for the condemnation thereof, provided that it shall 
first deposit with the court a sum equal to the assessed valuation of such real 
property, or in the event that the assessed valuation thereof cannot readily be 
ascertained, such sum as in its judgment shall be sufficient as compensation for 
the real property acquired. The sum so deposited shall be applied as provided 
in section twenty-four of the condemnation law. Upon the recording of the 
petition and notice and the making of the deposit, the owner or person in pos- 
session of such real property shall deliver possession thereof to the authority 
upon demand, and in case possession is not delivered when demanded, or de 
mand is not convenient because of absence of the owner or inability to locate or 
determine the owner, the authority may apply to the court without notice for an 
order requiring the sheriff to put it into possession of such real property. Such 
an order must be executed as if it were an execution for the delivery of the pos- 
session of the property. 

4. The proceedings thereafter shall be in the manner prescribed by the con- 
demnation law so far as consistent herewith. 

5. The commissioners appointed to ascertain and determine the compensation 
which ought justly to be made to the owners of property or interests therein 
appraised by them as provided in section thirteen of the condemnation law shall 
make their report of the value thereof to the supreme court within one hundred 
days from the date of their qualification. 

6. The persons or corporations whose property shall have been taken by con- 
demnation and who shall have agreed upon the compensation to be paid therefor 
in settlement of the proceeding, or to whom an award of compensation shall have 
been made by the court, shall be entitled to payment of the agreed or awarded 
compensation within three calendar months after the date of the agreement upon 
the amount of the compensation or of the entry of the order confirming the report 
of the commissioners of appraisal, together with interest upon the amount of 
such compensation from the time of the entry and appropriation thereof by the 
authority to the date of payment of such compensation; but such interest shall 
cease upon the service by the authority, upon the person or corporation entitled 
thereto, of a fifteen days’ notice that the authority is ready and willing to pay the 
amount of such compensation upon the presentation of proper proofs and 
vouchers. Such notice shall be served personally or by registered mail and publi- 
cation thereof at least once a week for three successive weeks in a daily news- 
paper, having a general circulation in the county where such property or any part 
thereof is locaed. 

7. The authority may, at its option, acquire such real property within the state 
of New York, under the general condemnation law or, in the event it is a licensee 
of the federal power commission it may acquire such real property as is necessary 
for its purposes through the exercise of the right of eminent domain as provided 
in section twenty-one of the federal power act, as amended. 
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8. The authority and its duly authorized agents and employees may enter upon 
any real property for the purpose of making the surveys or maps mentioned in 
this section, or for such other surveys or examinations of real property as may 
be necessary or convenient for the purposes of this title. 

9. The term “real property” as used in this title is defined to include lands, 
structures, franchises and interests in land, including lands under water and 
riparian rights, and any and all other things and rights usually included within 
the said term, and includes also any or all interests in such property less than full 
title, such as easements, rights of way, uses, leases, licenses and all other incor- 
poreal hereditaments and every estate, interest or right, legal or equitable, in- 
cluding terms for years and liens thereon by way of judgments, mortgages or 
otherwise, and also all claims for damages for such real estate. 


§ 1008. Consent of State 


The state of New York hereby consents to the occupation and use by the auth- 
ority of any and all property of the state of whatever kind or character on the 
Niagara river or within the international rapids section of the Saint Lawrence 
river, and hereby vests the authority with and delegates to it the right to exer- 
cise any and every right and power of the state in connection therewith, whether 
proprietary or sovereign in character, which the state itself might exercise, pro- 
vided that such consent and delegation of power shall not permit the impairment 
or limit or prevent the future improvement of the navigability of the Niagara 
river or the international rapids section of the Saint Lawrence river, consistent 
with the maintenance of such projects, but on the contrary the projects shall be 
such as will improve and benefit commerce and navigation therein and provided 
further that the authority shall have no power to limit, waive or surrender any 
right or interest of the state of New York in such rivers or the use threeof. 

§ 1009. Contracts Negotiated by Authority 

Contracts negotiated by the authority as provided in subparagraph six of sec- 
tion one thousand five of this chapter shall be entered into and executed as fol- 
LOWS: 

1. After agreement upon the terms of any such contracts shall have been 
reached by the authority and its co-party or co-parties, the authority shall hold 
a public hearing or hearings upon the terms thereof. At least thirty days’ notice 
of such hearing shall be given by publication once in each week during such 
period in each of six newspapers within the state to be selected by the authority. 
Copies of proposed contracts shall be available for public inspection during such 
period of thirty days at the office or offices of the authority and at such other 
places throughout the state as it may designate. 

2. Following such public hearing, the authority shall reconsider the terms of 
the proposed contract or contracts and shall negotiate such changes and modi- 
fications in the contract or contracts as it then deems necessary or advisable. 

3. When such contract or contracts are finally agreed upon in terms satisfac- 
tory to the authority and its co-party or co-parties, and which the authority be- 
lieves to be in the public interest, the authority shall thereupon report the pro- 
posed conract or contracts, together with its recommendations and the record 
of the public hearings thereon to the governor of the state who shall within sixty 
days thereafter, indicate his approval or disapproval thereof and give his reasons 
therefor. 

4. If the governor shall approve such contract, then the same shall be executed 
by the chairman and secretary of the authority and it shall thereupon come into 
full force and effect and be binding upon the authority and all other parties there- 
to in accordance with its terms. 


§ 1010. Bonds of the Authority 

The authority shall have power and is hereby authorized from time to time 
to issue its negotiable bonds for the purpose of financing any project authorized 
by this title, including the acquisition of any real or personal property or facili- 
ties deemed necessary by the authority. 

In anticipation of the sale of such bonds the authority may issue negotiable 
bond anticipation notes and may renew the same from time to time but the maxi- 
mum maturity of any such note, including renewals thereof, shall not exceed five 
years from the date of issue of such original notes. Such notes shall be paid 
from any moneys of the authority available therefor and not otherwise pledged, 
or from the proceeds of sale of the bonds of the authority in anticipation of which 
they were issued. Such notes shall not be issued in an amount in excess of the 
amount of bonds which the authority is authorized to issue, less the amount of 
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ny bonds or other notes theretofore issued and outstanding. The notes shal) be 
; ssued in the same manner as the bonds. Such notes and the resolution or resolu- 
4 tions authorizing the same may contain any provisions, conditions or limitations 
| @ which « bond resolution of the authority may contain. 
* Except as may be otherwise expre=sly provided by the authority, the bonds and 
; notes of every issue shall be general obligations of the authority payable out of 
iny moneys or revenues of the authority, subject only to any agreements with 
the holders of particular bonds or notes pledging any particular moneys or reve- 
nues. Notwithstanding that bonds and notes may be payable from a special fund, 
i f they are otherwise of such form and character as to be negotiable instruments 
| a inder the terms of the negotiable instruments law (constituting chapter thirty- 
eight of the consolidated laws) the bonds and notes shall be and are hereby made 
; negotiable instruments within the meaning of and for all purposes of the 
j negotiable instruments law, subject only to the provisions of the bonds and notes 
| for registration. 
Che authority shall have power from time to time, whenever it deems refund- 
ng expedient, to refund any bonds by the issuance of new bonds, whether the 


3 bonds to be refunded have or have not matured, and may issue bonds partly to 
refund bonds then outstanding and partiy tor any other purpose hereinbefore de- 
: scribed. Refunding bonds may be exchanged for the bonds to be refunded, with 


such cash adjustments as may be agreed, or may be sold with the proceeds applied 
| to the purchase or payment of the bonds to be refunded. 
| The bonds may be issued payable in annual installments or may be issued as 
term bonds or the authority, in its discretion, may issue bonds of both types. 
The bonds shall be authorized by resolution of the trustees of the authority and 
shall bear such date or dates, mature at such time or times, not exceeding fifty 
years from their respective dates, bear interest at such rate or rates, not exceed- 
ing five per centum per annum, payable annually or semi-annually, be in such 
denominations, be in such form, either coupon or registered, carry such registra- 
tion privileges, to be executed in such manner, be payable in lawful money of the 
United States of America at such place or places, and be subject to such terms of 
redemption, as such resolution or resolutions may provide. In the event that 
term bonds are issued, the resolution authorizing the same may make such pro- 
visions for the establishment and management of adequate sinking funds for the 
4 payment thereof, as the authority may deem necessary. The bonds or notes may 
be sold at public or private sale for sueh price or prices as the authority shall 
determine, but which shall not at the time of sale yield more than five per centum 
per annum. Pending preparation of the definite bonds, the authority may issue 
nterim receipts which shall be exchanged for such bonds. 

Any resolution or resolutions authorizing any bonds or any issue of bonds may 
contain provisions, which shall be a part of the contract with the holders of the 
bonds to be authorized as to 

(a) pledging all or any part of the revenues of the project or any revenue 
producing contract or contracts made by the authority with any individual, part- 
nership, corporation or association to secure the payment of the bonds or of any 
particular issue of bonds, subject to such agreements with bondholders as may 
; then exist; 

: (b) the rentals, fees and other charges to be charged, and the amounts to be 
raised in each year thereby, and the use and disposition of the revenues; 
(c) the setting aside of reserves or sinking funds, and the regulation and dis- 
P position thereof ; 

(d) limitations on the right of the authority to restrict and regulate the use 
of any project ; 

(e) limitations on the purpose to which the proceeds of sale of any issue of 
bonds then or thereafter to be issued may be applied and pledging such proceeds 
to secure the payment of the bonds or of any issue of the bonds; 

(f) limitations on the issuance of additional bonds; the terms upon which 
additional bonds may be issued and secured ; the refunding of outstanding bonds ; 

(g) the procedure, if any, by which the terms of any contract with bondhold- 
ers may be amended or abrogated, the amount of bonds the holders of which 
must consent thereto, and the manner in which such consent may be given; 

(h) limitations on the amount of moneys derived from a project to be ex- 
5 pended for operating, administrative or other expenses of the authority ; 

(i) defining the acts or omissions to act which shall constitute a default in 
the duties of the authority to holders of its obligations and providing the rights 
and remedies of such holders in the event of a default. 


A 
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Notwithstanding any other provisions of this title, any such resolution or 
resolutions shall contain a covenant by the authority that it will at all times 
maintain rates, fees or charges sufficient to pay, and that any contracts entered 
into by the authority for the sale, transmission or distribution of power shall con- 
tain rates, fees or charges sufficient to pay the costs of operation and main 
tenance of the project, the principal of and interest on any obligations issued 
pursuant to such resolution as the same severally become due and payable, and 
to maintain any reserves required by the terms of such resolution or resolutions. 

It is the intention hereof that any pledge of revenues or other moneys or of 
a revenue producing contract or contracts made by the authority shall be valid 
and binding from the time when the pledge is made: that the revenues or other 
moneys or proceeds of any contract or contracts so pledged and thereafter received 
by the authority shall immediatey be subject to the lien of such pledge without 
any physical delivery thereof or further act; and that the lien of any such pledge 
shall be valid and binding as against all parties having claims of any kind in tort, 
contract or otherwise against the authority irrespective of whether such parties 
have notice thereof. Neither the resolution nor any other instrument by which 
a pledge is created need be recorded. 

Neither the members of the authority nor any person executing the bonds or 
notes shall be liable personally on the bonds or notes or be subject to any personal 
liability or accountability by reason of the issuance thereof. 

The authority shall have power out of any funds available therefor to purchase 
bonds or notes. The authority may hold, pledge, cancel or resell such bonds, 
subject to and in accordance with agreements with bondholders. 

Any bonds or notes issued by the authority are hereby made securities in which 
all public officers and bodies of this state and all municipalities and municipal 
subdivisions, all insurance companies and associations and other persons carrying 
on an insurance business, all banks, bankers, trust companies, savings banks and 
savings associations, including savings and loan associations, building and loan 
associations, investment companies and other persons carrying on a banking 
business, and all other persons whatsoever, except as hereinafter provided, who 
are now or may hereafter be authorized to invest in bonds or other obligations 
of the state, may properly and legally invest funds including capital in their 
control or belonging to them; provided that, notwithstanding the provisions of 
any other general or special law to the contrary, such bonds shall not be eligible 
for the investment of funds, including capital, of trusts, estates or guardianships 
under the control of individual administrators, guardians, executors, trustees and 
other individual fiduciaries. The bonds are also hereby made securities which 
may be deposited with and shall be received by all public officers and bodies of 
this state and all municipalities and municipal subdivisions for any purpose for 
which the deposit of bonds or other obligations of this state is now or may 
hereafter be authorized. 


§ 1010—a. Deposit and Investment of Moneys of the Authority 


All moneys of the authority from whatever source derived shall be paid to the 
comptroller as agent of the authority, who shall not commingle such moneys 
with any other moneys. Such moneys shall be deposited in a separate bank 
account or accounts. The moneys in such accounts shall be paid out on check 
of the comptroller on requisition of the chairman of the authority or of such 
other person as the authority may authorize to make such requisition. All 
deposits of such moneys shall, if required by the comptroller or the authority, 
be secured by obligations of the United States or of the state of New York of a 
market value equal at all times to the amount of the deposit and all banks and 
trust companies are authorized to give such security for such deposits. The 
comptroller and his legally authorized representatives are hereby authorized 
and empowered from time to time to examine the accounts and books of the 
authority, including its receipts, disbursements, contracts, leases, sinking funds, 
investments and any other matters relating to its financial standing. 

Notwithstanding the provisions of this section, the authority shall have power, 
subject to the approval of the comptroller, to contract with the holders of any 
of its notes or bonds as to the custody, collection, securing, investment and pay- 
ment of any moneys of the authority, or any moneys held in trust or otherwise 
for the payment of notes or bonds or in any way to secure notes or bonds, and 
to carry out any such contract. Moneys held in trust or otherwise for the pay- 
ment of notes or bonds or in any way to secure notes or bonds and deposits of 
such moneys may be secured in the same manner as moneys of the authority,. 
and all banks and trust companies are authorized to give such security for such: 
deposits. 
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Moneys of the authority not required for immediate use may, in the discretion 
1 of the authority, be invested by the comptroller in obligations of the United 
| a States government or of the state of New York. 
Subject to agreements with ncuteholders and bondholders and the approval of 
the comptroller, the authority shall prescribe a system of accounts. 


§ 1011. Agreement of the State 

1. The state of New York does hereby pledge to and agree with the holders 
of any obligations issued under this title, and with those parties who may enter 
into contracts with the authority pursuant to the provisions in sub-paragraph 
six of section one thousand five above, that the state will not limit or alter the 
rights hereby vested in the authority until such obligations together with the 
interst thereon are fully met and discharged and/or such contracts are fully 
| a performed on the part of the authority, provided that nothing herein contained 
shall preclude such limitation or alteration if and when adequate provision shall 
be made by law for the protection of the holders of such obligations of the 
authority or those entering into such contracts with the authority. The authority 
as agent for the state is authorized to include this pledge and undertaking for 
the state in such obligations or contracts. 

2. Nothing in this title shall be construed as diminishing or enlarging any 
valid existing rights under any license heretofore issued pursuant to the provi- 
sions of the federal power act. 


ead 


! § 1012. Exemption from Taxation 

It is hereby found and declared that the projects authorized by this title are 
for the aid and improvement of commerce and navigation, and that such aid 
and improvement of commerce and navigation and the development, sale and 
. distribution of hydro-electric power is primarily for the benefit of the people of 
| the state of New York, for the improvement of their health and welfare and 
; material prosperity, and is a public purpose, and the authority shall be regarded 
as performing a governmental function in undertaking such projects and in 
carrying out the provisions of this title, and shall be required to pay no taxes 
or assessments upon any of the property acquired by it for such projects or upon 
its activities in the operation and maintenance thereof. The securities and 
other obligations issued by the authority, their transfer and the income there- 
from shall, at all times, be free from taxation within this state. It is further- 
more declared that the object and purpose of this title is that such projects 

should be in all respects self-supporting. 


§ 1013. Repayment of State Appropriations 

All appropriations made by the state to the authority shall be treated as 
advances by the state to the authority, and shall be repaid to it without interest 
either out of the proceeds of securities, or other obligations issued by the 
authority for the construction of any project pursuant to the provisions of this 
title, or by the delivery of non-interest bearing obligations of the authority to 
the state for all or any part of such advances, or out of excess revenues from 
such project subject however to any pledges of such revenues made pursuant to 
any resolution or resolutions of the authority authorizing the issuance of obli- 
gations of the authority issued prior to nineteen hundred and sixty. 





x § 1014. Public Service Law Not Applicable; Inconsistent Provisions in Other 
i Acts Superseded 
The rates, services and practices relating to the generation, transmission, dis- 
tribution and sale of power to be generated from the projects authorized by this 
title shall not be subject to the provisions of the public service law nor to regu- 
lation by, nor the jurisdiction of the department of public service, but shall be 
regulated and determined under the provisions of the contracts entered into by 
the authority as provided in sub-paragraph six of section one thousand five of 
this chapter. The provisions of the public service law and of the conservation 
law and every other law relating to the department of public service or the 
public service commission or to the conservation department or commission or 
4 to the functions, powers or duties assigned to the division of water power and 
control by chapter six hundred and nineteen, of the laws of nineteen hundred 
twenty-six, shall so far as is necessary to make this title effective in accordance 
with its terms and purposes be deemed to be superseded, and wherever any pro- 
i vision of law shall be found in conflict with the provisions of this title or incon- 
sistent with the purposes thereof, it shall be deemed to be superseded, modified 
or repealed as the case may require. 
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§ 1015. Title Not Affected If in Part Unconstitutional or Ineffective 

If any term or provision of this title shall be declared unconstitutional or 
ineffective in whole or in part by a court of competent jurisdiction, then to the 
extent that it is not unconstitutional or ineffective such term or provision shall 
be enforced and effectuated, nor shall such determination be deemed to invalidate 
the remaining terms or provisions hereof. 

Governor Dewey. The 1949 amendment, as I have said, permitted 
the authority to transmit the power developed by it in the event that no 
private company was willing or able to do so. The act was also 
amended to provide that bonds could be sold for the erection of the 
power facilities prior to there being any contracts for the sale of the 
electricity. Until then there were restrictive clauses on the issuance 
of bonds. The legislature removed them in 1949. 

In 1951 clarifying amendments were passed to meet questions raised 
by the Federal Power Commission, and specifically to authorize the 
development of Niagara power by the State power authority after the 
Senate approved a new treaty with Canada. 

This policy of the State of New York is by no means unique. The 
great struggle between 1900 and 1920 of whic ‘h Charles Evans Hughes 
and Theodore Roosevelt were such v igorous leaders, involved the 
basic question as to who owns the w ater power, and how it should 
be developed. That struggle was settled presumably in 1920, though 
it had previously been settled in part in 1906 by giving the § Secretary 
of War the right to license the development of waterpower on the 
Niagara River. 

In 1920 legislation was enacted granting the Federal Power Com- 
mission authority to determine how the power from navigable streams 
should be developed. That act was passed by a Republican Congress 
and signed by a Democratic President. 

Now, as I have indicated the Niagara River is simply the earlier 
portion of what later becomes the St. Lawrence River. This is one 
watershed which runs along the boundaries of the State of New York 
in which the State of New York boundary runs to the middle of the 
stream, and the Dominion of Canada owns the other half of the river- 
bed. As of today, pursuant to the laws of the United States, the Fed- 
eral Power Commission has granted a license to the New Y ork Power 
Authority to develop the waters of the St. Lawrence River. 

There is not even any contest on the development of the St. Law- 
rence any more. That was fought out in the 1920’s, and it is settled. 
By repeated party platforms of both parties for 20 years, by the 
utterances and actions of every President of the United States for 
30 years, every governor of the State of New York for 30 years, and 
every act of the legislature on this subject—it has been settled that 
the St. Lawrence should be developed by the State of New York, and 
the Federal Power Commission has within the last 10 days a proved 
the license to the New York State Power Authority to develop that 
power. 

We ask that the Congress do not divide these Siamese twins for 
the death of each. We ask that the Congress respect the rights of 
the people of the State of New York, and we ask that similar action 
be made possible for the development of the Niagara. 

The only reason this matter is before the Congress i is that a rider 
was attached to the treaty with Canada in 1950 by those who believed 
it was necessary to preserve action in the Congress so that the power 
of the Niagara should be developed publicly, either by the State 
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or the Nation. It has curiously rebounded on those who pe it in, 
because it is now eae used as a means of trying to deliver this 
power of the people of New York into the hands of private utilities 
for their exploitation. 

It is one of the curious paradoxes of history that the treaty rider 
which causes this matter to come before this committee, and without 
which it would never have been before either House, has been used to 
pervert the purpose of those who passed it. 

Now, as to the use of the water. People inquire, and I have read 
testimony on this subject, whether the State of New York owns this 
water or whether we claim that our rights are paramount to those of 
the Federal Government. I believe the accurate statement is that it is 
the law of the State of New York that the use of that water belongs 
to the people. That has been declared all of the times I have pre- 
viously referred to. 

One of my first acts as Governor was to ask the legislature for 
authority to charge the Niagara-Mohawk Co. for 1! 5,000 cubic feet 
a second, which it was diverting from the Niagara without payment, 
and had been so doing for many years. The legislature yassed that 
law and we started collecting for that diversion of water hor the first 
{ime in the history of the State of New York, upon the basis that 
that waterpower belonged to the people of the State of New York, 
and that charge was paid and contested and tried out in the courts; 
and the courts sustained us. 

Every single day of the year the Niagara-Mohawk Co. is paying us 
at the rate of $1 million a year for that water. 

Senator Morse. May I ne a question at that point? 

The CuarrMAn. Yes. 

Senator Morse. How high did it go in the courts, Governor ? 

Governor Dewey. I think it went to the supreme court—and the 
Niagara-Mohawk didn’t even appeal. 

Senator Morse. To the Federal Supreme Court ? 

Governor Dewey. No. The Supreme Court of the State of New 
York, which in our State is the highest court of original jurisdiction. 

Senator Morse. But there has not been any Federal issue ? 

Governor Dewry. And Judge Bruton wrote a brilliant decision 
which was so conclusive that the utility company did not even appeal. 

Senator Morse. There has not been any Federal issue ? 

Governor Dewry. Yes. In the Court of Appeals of the District 
of Columbia very recently there has been a decision involving the 
State of New York again, interestingly enough, and the Niagara- 
Mohawk Power Co. There is a very brief passage I would like to 
read from the Federal Power Commission vy. Niagara-Mohawk opin- 
ion. The Court of Appeals of the District of Columbia said: 

An applicant for a license must show the Commission that he has under 
State law the right to divert the water for the use for which he desires a 
license. Unless he has that right, we think the Commission cannot lawfully 
issue a license to him. 

In other words, by law, by the resolution and the action of both 
parties, all governors and all Presidents for 30 years, the waterpower 
with which you are dealing is the property of the people of the State 
of New Y ork—inalienable. I do not deny the power of the Con- 
gress, because this is an international boundary and a navigable 
stream to take this water away from the people if they wish to ignore 
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the express will of the people through their governors, their legisla- 
tures and their Presidents for 30 years, but I would gravely challenge 
the wisdom of it, and its fairness. 

Senator Morse. Mr. Chairman, I do not want to interrupt unless it 
is the pleasure of the Chair and the witness. I have one point for 
clarification. 

The Carman. Go ahead, Senator Morse. It is perfectly all right. 

Senator Morse. I have not read the District of Columbia case, or 
any of them, in fact, but my question is, on the pleadings in the Federal 
Power Commission case was the issue as to any Federal right directly 
raised ¢ 

Governor Dewey. I do not believe so. And I should like to make it 
very clear that I do not challenge that the Congress would have the 
right by law to take from the people of New York their waterpower. 
But I would challenge the wisdom, and I would question possibly 
the constitutionality of singling 1 State out of the 48 States for such 
discriminatory treatment, and then subjecting them to a Special and 
different treatment from that accorded to all other 47 States. 

Senator Morsr. I was going to lead into that, and I just wanted 
to raise this for the time being, because it is a matter I think the com- 
mittee has to go into. But, of course, when you raise the point as to 
the matter of the right of Congress 

Governor Dewey. That point has not been raised. 

Senator Morse. But I mean, in our discussion and in your state- 
ment. You are not questioning the right. When you raise the ques- 
tion of the right, of course, the right could not exist unless there was 
a national interest. So we do not have, if I understood you correctly, 
any adjudication on the question of national interest. 

Governor Dewry. No. My own; if I were forced to give a legal 
opinion—which I am not—but since the question has been raised I will 
give a speculative legal opinion and not adequately supported by re- 
search—I should assume that if a State has laws which declare that 
the power derived from its waters belongs to the people and may be 
developed only by a license granted by ‘the State after proper pay- 
ment, I would assume that the courts would sustain that so long as 
the license and the charge were reasonable and not an interference 
with interstate commerce, with flood control, with navigation, or with 
a paramount national interest. 

Senator Morse. I would be inclined to agree with that curbstone 
opinion. 

Governor Dewey. As dean of a law school your opinion would be 
far better than mine. 

Senator Morse. I am curbstoning along with you. But it comes to 
the question as to whether or not the use by the State would be found 
to be in any way in conflict with any national interest that may be 
found to exist. 

As we said in our colloquy, apparently we have no decision on the 
motion as to whether or not there is a national interest that might be in 
conflict with the State use. 

Governor Dewey. I believe that is largely a matter of policy— 
whether the Congress would like to single out New York for punitive 
treatment as against the other 47 States. 

Senator Hotianp. Mr. Chairman. 

The Cuamman. Yes, Senator Holland. 
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Senator Hotzanp. What water was involved in the case recently 
decided by the Circuit Court of Appeals of the District of Columbia ? 

Governor Dewey. ‘The Niagara River. 

Senator Hotianp. That decision then relates to an international 
boundary ¢ 

Governor Dewry. To the very water we are talking about this morn- 
ing. 

Senator Hottanp. With reference to your suggestion that the State 
of New York should receive the same kind of treatment that is ac 
corded to other States, is there any precedent existing with reference 
to the use of the waters of the Rio Grande, or any other stream consti- 
tuting an international boundary, either for power purposes or for 
other proprietary use, which bears upon this problem, Governor ? 

Governor Dewey. Yes, sir. 

Senator Hotianp. Would you mind 

Governor Drewry. The St. Lawrence. The St. Lawrence River, 
right in the State of New York, the license for which was granted 
only 10 days ago. And, by the way, I may say that that has been sup 
ported by every President for 30 years. 

Senator Hotianp. But the thing I am checking on is your state 
ment that you want the State of New York treated as other States are 
treated. That suggesed to me perhaps there were decisions involving 
other States than the State of New York. 

Governor Drewry. No. I simply ask that the Congress not take 
from the State of New York waterpower which has been declared by 
law for many years to belong to it, and hand it over to a private util 
ity, which has not been done ‘by the Congress on any comparable proj- 
ect or to any other State of the Union. 

Senator Horianp. But so far as you know now there is no 
precedent either on the Rio Grande or any other international bound- 
ary stream which relates to some State other than the State of New 
York ? 

Governor Drewry. No, sir. Of course, there are navigable streams 
and there are flood control developments all over the country; and 
pare in the Northwest there are enormous rivers that are all 
eing developed by the National Government, I might say, at the tax- 
payers’ expense, including the taxpayers of New York. 

In this situation we do not ask you to give us any money. We do 
not ask any State money; we do not ask any Federal money. All we 
ask is that you please and kindly leave us alone. 

Senator Morse. Of course, Governor, some of us think at the tax 
payers’ profit. 

Governor Dewey. I beg your pardon ? 

Senator Morse. Of course, some of us in the Pacific Northwest also 
think they are being developed at the taxpayers’ profit. 

Governor Dewey. Don’t misunderstand me. I have alw: ays been 
strongly for the development of this waterpower of the Northwest, 
as I have of the Tennessee Valley. And I have approved its develop- 
ment by the National Government because there was no other way of 
developing it. 

Senator Morse. You and I said so in 1948. 

Governor Dewey. Yes, sir. And I have never changed my opinion. 

IT should say that this water is as important to the Nation as the 
waters of Bonneville Dam, Hoover Dam, the Tennessee Valley; and I 
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think it is very nice of us to be willing to develop it ourselves and not 
come to Washington and ask for $400 million, which is the cost. We 
do not ask the Congress for a cent. We do not intend to spend a dime 
of State money on this. It will be done by an authority which sells 
its own bonds and liquidates them out of the electricity that it sells at 
a very low price for the benefit of the people of Ohio, Pennsylvania, 
New York and New England. 

This very committee this year, I believe, approved, and the Senate 
passed, a bill allowing the State of Oklahoma at Markham Ferry, 
upon the urging of Senator Kerr, to do exactly what we are doing, 
except that that was in connection with a Federal project. The State 
asked, “Please let us develop our own power, even though the Federal 
Government is putting in flood control and navigation.” The Senate 
this very year passed the bill which allows them to do just what I 
ask you to allow us to do. 

All I really ask you to do is leave us alone and restore the historic 
Federal Power Act of 1920 to its previous glory. 

Senator Gore. Mr. Chairman. 

The Cuarrman. Senator Gore. 

Senator Gore. Governor, I would like to point out briefly to the 
Governor, as I am sure he is aware—but for the record—to show that 
the Markham Ferry project really resulted in a partnership between 
the Federal Government and the State government, the Federal pur- 
poses being served by contribution from the Federal Government. 

Governor Dewey. Yes, sir. That was my understanding. 

Senator Gore. Here you are asking for no Federal participation. 

Governor Dewry. We don’t ask a nickel. We just ask you to leave 
us alone. 

Senator Cuavez. Mr. Chairman. 

The Cuatrman. Senator Chavez. 

Senator Cuavez. Governor, it appears to me that the general phi- 
losophy of your contribution this morning agrees with what Senator 
Lehman has in mind by his proposal. The difference, as I understand 
it, is that you would rather have the State do it than have the Federal 
Government do it. 

Governor Drewry. The difference is much more fundamental, Sen- 
ator. 

Senator Cravez. Will you please, if you can, give us your views? 

Governor Dewey. I will. 

First of all, I should like to say just this one thing on this subject. 
Gentlemen, we need this power. The dependable capacity of Niagara 
is estimated at 1,100,000 kilowatts. The St. Lawrence is estimated at 
750,000 kilowatts of dependable capacity. Together they provide 
about 2 million kilowatts of dependable capacity, the largest unde- 
veloped waterpower on the North American Continent—and we need 
it for defense. We need it for the sake of the northeastern part of 
the United States, which has never had any of these Federal bonanzas 
in waterpower, and all we ask you to do is to let us do it. The three 
bills before this committee are: The Roosevelt-Lehman bill, concern- 
ing which Senator Chavez just made an inquiry. I seé no object, 
Senator, in analyzing in detail my objections to that bill. In short, 
I object to it because it provides a new kind of monstrosity—Federal 
invasion with Federal preference and Federal control and ultimate 
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destruction of private eneterprise; and I am against it very, very 
strongly. 

Senator Cuavez. And at the cost of the taxpayers throughout the 
country. 

Governor Dewey. And the whole thing on the backs of the tax- 
payers of the United States. 

I am sure Senator Lehman will disagree with my characterization. 

Senator Lenman. I will, and I hope to have an opportunity to 
answer it immediately after the conclusion of Governor Dewey’s 
testimony. 

Governor Dewey. I had not intended to discuss it because it hasn’t 
a Chinaman’s chance of passing at this session in either House. 

Senator Cuavez. But nevertheless, it is before the committee. 

Governor Dewey. It is before the committee, sir. 

Senator Case. Mr. Chairman, could I say for Senator Stennis and 
myself that we were requested particularly to go to the Armed Services 
Committee first because they had some nominations that the admin- 
istration is anxious for action on, so we went there. 

The CuatrmMan. That is all right. We realize that you had the 
other committee to attend. So proceed, Governor Dewey. 

Governor Dewey. As I indicated in answer to the Senator from 
New Mexico, I had no intention of discussing the Lehman-Roosevelt 
bill. I understand it has no possible chance of passage before this 
Congress and, therefore, there is no reason for discussing it here. 
If that bill should ever be discussed I would be very glad to come 
down and analyze it and present my views. 

The CuatrmMan. Governor Dewey, you proceed. We invited you 
to come down here, and so you proceed as you see fit, and stress what- 
ever you want to. 

Governor Dewry. Thank you very much. 

I would be delighted, Mr. Chairman, to discuss in detail the pref- 
erence provisions to which I object and concerning which I think 
the committee would be interested, but I do believe that the bill has 
no possibility of passage and, therefore, I would be wasting your time 
if I discussed it. 

The House has passed the Capehart-Miller bill, and there is before 
you the Capehart-Miller bill and the Ives-Becker bill. 

The Capehart-Miller bill is quite unique in modern history. It is 
a tailormade bill to hand over the people’s power to five companies; 
and the only thing they did not do was to write the name of the com- 
panies into the bill. They are described with such precision that there 
is no possibility of mistaking the purpose and intent of the bill to take 
away from the people not only of New York, I may say, but of Ohio, 
Pennsylvania, and New England, their own waterpower and hand 
it over for their use to five companies ; and then require the people who 
use that power to pay Federal taxes, State taxes, local taxes, and 
6 percent interest on all the money they can invest in the project. 

As I have indicated before, the bill would set up a special power 
act aimed at the people of the Northeast, and concerning which there 
is no precedent any place in the United States that I know of. This 
bill would violate the party platforms of both parties in the State of 
New York over many decades. It would violate the law of the State 
of New York, and our rights to the waterpower. 

Senator Hotzanp. Mr. Chairman, will the witness yield for one 
question ? 
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The Cuarrman. Senator Holland. 

Governor Dewry. Yes, Senator. 

Senator Hottanp. You have not mentioned the national platforms 
of the two parties. Has there been reference to this specific problem 
in either of the national platform, Governor ? 

Governor Dewey. I do not believe so. They have dealt generally 
with waterpower, and this waterpower, I dare say, is just the same 
as all waterpower in navigable streams, the fact that it is on an inter- 
national boundary being affected only to the extent that it requires a 
treaty with Canada for its use. Otherwise it is the same as the Hudson 
River would be, or the Tennessee River, or the other great rivers that 
have been developed. 

This bill would violate the concept of the Federal Power Act of 
1920 in that it passes special legislation discriminating against the 
users of this power. It would set the precedent for dumping into 
Congress a controversy over every power development in the United 
States, and would practically repeal the Federal Power Act if this 
new practice should be adopted. 

It would give the power of the Niagara River to those who are 
served by these companies described in the bill. It would specifically 
deny it to a million and a half people in the State of New York and 
it would deny it to many of the people in New England, Pennsylvania, 
and Ohio, because they (the five companies) are authorized to take 
this power, which belongs to the people of New York by statute, and 
deliver it to whoever happen to bi their customers. It would draw 


a capricious distinction between the St. Lawrence and Niagara, which 
are parts of one continuous body of water, both on the same inter- 


national boundary. 

The St. Lawrence we have the license to develop. After 30 years 
of controversy it is now settled beyond argument. To prohibit State 
development of the Niagara is to say: “It is fine for the State to 
develop the St. Lawrence pursuant to the pledges and judgment of 
every President and governor for 30 years, and the party platforms 
and laws; but a few hundred miles up the stream it is all different 
at the Niagara.” 

The only possible distinction between the two is that in the St. Law- 
rence there may be the development of a seaway—and I hope there 
will be. But the Congress has thus far refused to approve the seaway 
project, and therefore we are going to develop the power at our own 
expense without a dime from the Federal Government or State govern- 
ment. 

The power authority is going to do it with bonds, and sell the cheap 
power and pay off the bonds on the St. Lawrence; and that is what we 
ask to do on the Niagara. There is no difference between the two in 

rinciple or in practice, as things now are. The only difference is that 
if the St. Lawrence power is developed ahead of the seaway, then we 
will have made a rather substantial contribution toward the cost of the 
building of the seaway. 

Senator Kucner. May I ask a question, Mr. Chairman? 

Governor Dewey. Yes, Senator. 

The Cuatrman. Yes. Go ahead. 

Senator Kucner. Governor, if it were not for the restriction or 
the reservation written into the agreement with Canada, the State of 
New York, I take it, would now before the Federal Power Com- 
mission relative to the laws which govern that body ? 
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Governor Dewey. Yes, sir. 

Senator Kucnex. Therefore, if I may quote one sentence from the 
report of the Federal Power Commission on the bill which passed the 
House, the Commission goes on to say : 


Nevertheless, the Federal Power Act algo affords to States and municipalities 
full opportunity to utilize waterpower resources and requires the Commission 
to determine what proposals for development are best adapted to comprehensive 
plans for the widest public benefit. 


I take it that your point, which you urged just a few moments ago, 
would go in part to the inadequacy of a committee such as this passing 
upon that very problem and deciding which of any given recommen- 
dations or applications for development is the most feasible. In other 
words, this is not a committee which is experienced to decide on the 
same basis that the Federal Power Commission is experienced to de- 
cide that type of question. Would that follow ? 

Governor Dewry. Senator, I think it would ill become me to sug- 
gest that the members of this committee are not fully competent to 


pass upon this matter, provided they could give their full time and 
attention to it, and gather around themselves the technicians whom 
they would need. I am sure they would decide it soundly in the public 
interest. 

I would say, however, in answer specifically to your question, that 
after 20 years of great national debate, the Congress did in 1920 pass 
the Federal Power Act and assigned that function to the Federal 
Power Commission. This rider that was tacked onto the Niagara 
treaty has resulted in a throwback to the ancient days in dumping onto 


the Congress the determination of a matter of this kind. 
(The matter referred to is as follows :) 


On August 9, 1950, when the Senate ratified the treaty with Canada which 
makes the Niagara power project possible, the Senate also unanimously approved 
a reservation to that treaty. 

The treaty is as follows: 

[Executive N, 8ist Cong., 2d sess.] 
MESSAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING THE TREATY 


BETWEEN THE UNITED STATES OF AMERICA AND CANADA CONCERNING USES OF THE 
WATERS OF THE NIAGARA RIVER, SIGNED AT WASHINGTON, FesRvARY 27, 1950 


May 2, 1950.—The treaty was read the first time and the injunction of secrecy 
was removed therefrom. The treaty and all accompanying documents includ- 
ing the President’s message of transmittal and the report by the Secretary of 
State were referred to the Committee on Foreign Relations and ordered to be 
printed for the use of the Senate 


THE WHITE HovuskE, May 2, 1950. 
T'o the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to ratification, 
I transmit herewith a treaty between the United States of America and Canada 
concerning uses of the waters of the Niagara River, signed at Washington Feb- 
ruary 27, 1950, together with a report of the Secretary of State. 

This treaty is necessary in order to make definite and permanent allocations 
of Niagara River water for domestic, scenic, navigation, and power purposes. 
At present these allocations are governed by an obsolete and inadequate set of 
international agreements. 

The new treaty is designed to preserve and enhance the scenic beauty of 
Niagara Falls and to prescribe how much water, consistent with this purpose, 
may be diverted for power purposes in the two countries. 

Today the beauty of the Falls—particularly of the Horseshoe Falls on the 
Canadian side—is impaired by uneven distribution of the waters over the crest 
and concentrated flows are accelerating erosion. This treaty makes positive 
provision to correct this situation by providing for the construction of works 
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designed to spread the waters over the Falls in an unbroken crestline and reduce 
the concentrated flows over parts of the crest. 

The treaty reserves the necessary amounts of water for the scenic beauty 
of the Falls, as well as for domestic and sanitary purposes and for navigation, 
and provides that the remaining water shall be available for power and shall be 
divided equally between the United States and Canada. 

The flow of water between Lake Erie and Lake Ontario is the greatest potential 
source of hydroelectric power at one location on this continent. For many years 
some of this water has been used to produce hydroelectric power. The Inter- 
national Boundary Waters Treaty, signed January 11, 1909, authorized some 
diversion for power purposes, and exchanges of notes between the United States 
and Canada in 1941 and 1948 provided for additional temporary diversions to 
meet emergency needs. In all, some 82,000 cubic feet of water per second has 
been authorized to be diverted for power purposes, of which 56,000 cubic feet 
is on a permanent basis, and some 1,290,000 kilowatts of power capacity have 
been installed on both sides of the border. 

For some time it has been evident that much more hydroelectric power can 
be produced from the Niagara River without detriment to navigation or to the 
scenic beauty of Niagara Falls. In September 1949 the staff of the Federal 
Power Commission reported that by using the water which can properly be made 
available for power, through modern, efficient generating facilities, some 1,250,- 
000 kilowatts of net additional power capacity can be developed in the United 
States. The Federal Power Commission staff report did not, of course, cover 
in detail the additional capacity which might be added on the Canadian side, 
where more water is already being used than in the United States. It is evident, 
however, that several hundred thousand kilowatts of additional power can also 
be made available in Canada, 

Thus, the new treaty will permit the development of substantial amounts of 
low-cost power, in an area of urgent need, without detriment to the scenic beauty 
of the Falls. I believe it is a fair and wise treaty, which protects all legitimate 
interests, and I recommend its approval by the Senate. 

It is clear that the additional power to be produced from the Niagara River 
should be considered in relation to other sources of hydroelectric power in the 
northeastern United States, particularly the St. Lawrence seaway and power 
project which is in the same watershed. 

The St. Lawrence project is urgently needed, of course, not only as a source of 
additional power, but equally as an additional avenue of transportation. Con- 
sidered from the power point of view alone, however, both the Niagara and St. 
Lawrence sources are badly needed. The national security and the economic 
growth of this part of the country require that additional sources of low-cost 
power should be rapidly developed. The staff of the Federal Power Commission 
found that the need for power in the northeastern part of the country is so 
great that the additional power from the Niagara River, together with that to 
be made available from he St. Lawrence seaway and power project, can all be 
used in New York and adjacent States as soon as the necessary works can be 
constructed. 

When the Niagara treaty has been ratified, the question will naturally arise 
as to how additional facilities shall be developed to achieve the best use of 
water to be diverted for power purposes. My own views on this question are a 
matter of public record; I believe that the additional power facilities should 
be publicly constructed, in order that the benefits of the hydroelectric power 
produced there can be passed on to the people at the lowest possible cost to 
them. 

This is a question, however, which is not determined by the treaty itself. It 
is a question which we in the United States must settle under our own pro- 
cedures and laws. It would not be appropriate either for this country or for 
Canada to require that an international agreement between them contain the 
solution of what is entirely a domestic problem. All this treaty does is to 
make additional water legally available for power purposes in each of the two 
countries. This is a step which must be taken in the interest of the United 
States. It is one which should be left separate from the steps which must be 
taken in this country in order to convert this water into additional power. 

Accordingly, I urge the Senate to consider this treaty promptly, in order that 
this hydroelectric power, badly needed in the United States and Canada, can be: 
made available at the earliest possible time. 

Harry 8. TRUMAN, 
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NIAGARA FALLS 


DEPARTMENT OF STATE, 
Washington, March 8, 1950. 
The PRESIDENT, 
The White House: 

I have the honor to transmit to you a treaty between the United States of 
America and Canada concerning uses of water of the Niagara River, signed at 
Washington on February 27, 1950, with the recommendation that it be submitted 
to the Senate for its advice and consent to ratification. 

Negotiations with Canada for the treaty were initiated by the Department 
of State at your request, and participating therein along with officials of the 
Department were representatives of the Federal Power Commission and of 
the Corps of Engineers, Department of the Army. The negotiators were aided 
in their work by the report dated September 28, 1949, of the Bureau of Power 
of the Federal Power Commission entitled “Possibilities for Redevelopment of 
Niagara Falls for Power,” which discusses the possibilities of increased power 
development of the Niagara River in connection with the preservation of the 
scenic spectacle of the Falls. 

The treaty has been negotiated with the objective of establishing a formula 
which will protect and enhance the natural beauty of Niagara Falls and Rapids 
and also provide for a more efficient use of the water resources available for 
power development than is now permitted by international agreement. 

As a means of achieving its objective, the new treaty establishes a schedule 
for the minimum amount of water which is to flow over Niagara Falls and 
through the Rapids for scenic purposes. Flows in excess of the water reserved 
for scenic purposes by the schedule may be diverted for power purposes, and 
the water thus made available for power purposes is to be divided equally 
between the United States and Canada. The schedule was derived from and is 
considered to be in accordance with the conclusions of the Special International 
Niagara Board in its report dated June 22, 1928, on the preservation and 
improvement of Niagara Falls and Rapids, which was submitted to the United 
States and Canada on December 11, 1929, and has been printed as Senate Docu 
ment No. 128, Seventy-first Congress, second session. 

In recognition of the primary obligation to preserve the scenic beauty of the 
Falls, the United States and Canada have further agreed in the treaty to com- 
plete, in accordance with the objectives of the aforementioned final report of 
the Special International Niagara Board, the remedial works considered neces- 
sary to enhance the beauty of the Falls by distributing the waters so as to 
produce an unbroken crestline. The International Joint Commission is to be 
requested to make recommendations as to the nature and design of the remedial 
works and the allocation of the task of construction as between the two 
countries. Upon approval by the United States and Canada of the recommenda- 
tions, the construction will be undertaken pursuant thereto under the super- 
vision of the International Joint Commission, and to be completed within 4 years 
after the date of approval of the recommendations. The total cost of the works 
is to be divided equally between the United States and Canada. It is estimated 
that the remedial works will cost the two Governments a total of $1,750,000. 

A portion of the remedial works already constructed consists of a sub- 
merged weir above Horseshoe Falls. By an exchange of notes, dated October 27, 
1941, and approved by the United States Senate November 27, 1941, the Gov 
ernments of the United States of America and Canada agreed to commence 
the construction of this submerged weir in 1942. Construction was completed 
in 1948, and the net cost to the two Governments was $785,446.41. This sub- 
merged weir raised the level of the Niagara River about 1 foot and almost 
doubled the flow over the American Falls, thereby improving its appearance 
and also increasing the flow to the existing power plants with intakes upstream 
from the weir. 

With respect to power development, the treaty will place on a permanent 
basis the diversions of water from the Niagara River which may be authorized 
for power purposes. It will terminate the provisions of agreements now in 
force between the United States and Canada relating to the quantity of water 
which at present may be diverted for power purposes, namely, the third, fourth, 
and fifth paragraphs of article V of the treaty between the United States of 
America and Great Britain with respect to boundary waters between the United 
States of America and Canada, signed at Washington, January 11, 1909 (36 
Stat. 2448), and the notes exchanged between the Government of the United 
States of America and the Government of Canada at Washington on May 20, 
1941 (55 Stat. 1276), October 27, and November 27, 1941 (55 Stat. 1380), and 
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December 23, 1948 (S. Ex. J, 81st Cong., Ist sess.), authorizing for emergency 
purposes temporary additional diversions. 

In place of the above provisions, which, with the exception of those contained 
in the 1909 treaty, are temporary in character, there will be upon the entry into 
force of the new treaty a permanent agreement which will make possible the 
long overdue redevelopment of the power potential of the Niagara River. It 
will permit the construction of new power plants of the latest design to make 
the most efficient use of the available water. This more complete utilization 
of the water resources of the Niagara River for the production of hydroelectric 
power will constitute one important measure for increasing the supply of ur- 
gently needed power in northeastern United States and southeastern Canada. 

The treaty defines the water which shall be available for scenic and power 
purposes as the total outflow from Lake Erie to the Welland Canal and Niagara 
River (including the Black Rock Canal) exclusive of the needs for sanitary, 
domestic, and navigation purposes. The Welland Canal is mentioned separately 
from the Niagara River because it diverts water directly from Like Erie and is 
used in part to convey water for power as well as for navigation and sanitary 
purposes. The Black Rock Canal diverts water from Lake Erie for navigation 
purposes and returns the water to the Niagara River above the Falls. 

Waters which are being diverted into the natural drainage of the Great Lakes 
system from the Hudson Bay system, through the existing Long Lac-Ogoki 
works, continue to be governed by the notes exchanged between the Government 
of the United States of America and the Government of Canada at Washington 
October 14 and 31 and November 7, 1940 (54 Stat. 2426), and are not included 
in the waters allocated under the provisions of the treaty. In compensation for 
the water thus added to the Great Lakes system these notes authorize Canada 
to divert an equivalent amount of water above the Falls. 

As a means of supervising the diversion of water from the Niagara River, 
the treaty provides that the United States and Canada shall each designate a 
representative who, acting jointly, shall ascertain and determine the amounts 
of water available for the purposes of the treaty. The two representatives also 
have the duty of keeping records of the amount of water available and the 
amounts of water used for power diversions. 

The two Governments have agreed in the treaty that until such time as there 
are facilities in the territory of one country to use its full share of the diversions 
of water for power purposes, the other country may use the portion of that 
share for the use of which facilities are not available. 

Neither the United States nor Canada will be responsible for physical injury 
or damage to persons or property in the territory of the other which may be 
caused by any act authorized or provided for by the treaty. 

The treaty will come into force on the date of exchange of ratifications and 
continue in force for a period of 50 years and thereafter until 1 year from the 
day on which either party shall give notice to the other party of its intention 
of terminating the treaty. The period of at least 50 years’ duration for the 
treaty has been provided for in order to allow a sufficient period for the amorti- 
zation of bonds which may be issued in connection with the financing of power 
redevelopment at Niagara Falls. 

Respectfully submitted. 

DEAN ACHESON. 

(Enclosure: Treaty between the United States of America and Canada con- 
cerning uses of water of the Niagara River.) 


TREATY BETWEEN THE UNITED STATES OF AMERICA AND CANADA CONCERNING USES 
OF THE WATERS OF THE NIAGARA RIVER 


The United States of America and Canada, recognizing their primary obliga- 
tion to preserve and enhance the scenic beauty of the Niagara Falls and River 
and, consistent with that obligation, their common interest in providing for the 
most beneficial use of the waters of that River, 

Considering that the quantity of water which may be diverted from the 
Niagara River for power purposes is at present fixed by Article V of the treaty 
with respect to the boundary waters between the United States of America and 
Canada, signed at Washington January 11, 1909, between the United States of 
America and Great Britain, and by notes exchanged between the Government 
of the United States of America and the Government of Canada in 1940, 1941, 
and 1948, authorizing for emergency purposes temporary additional diversions. 

Recognizing that the supply of low cost power in northeastern United States 














NIAGARA FALLS POWER DEVELOPMENT 27 


— 


and southeastern Canada is now insufficient to meet existing and potential 
requirments and considering that the water resources of the Niagara River may 
be more fully and efficiently used than is now permitted by international 
agreement, 

Desiring to avoid a continuing waste of a great natural resource and to make 
it possible for the United States of America and Canada to develop, for the benefit 
of their respective peoples, equal shares of the waters of the Niagara River 
available for power purposes, and, 

Realizing that any redevelopment of the Niagara River for power in the United 
States of America and Canada is not advisable until the total diversion of water 
which may be made available for power purposes is authorized permanently 
and any restrictions on the use thereof are agreed upon, 

Have resolved to conclude a treaty in furtherance of these ends and for that 
purpose have appointed as their plenipotentiaries : 

The United States of America: 

Dean Acheson, Secretary of State of the United States of America, and 

Canada: 

H. H. Wrong, Ambassador Extraordinary and Plenipotentiary of Canada 
to the United States of America, 

Who, after having communicated to one another their full powers, found in 
good and due form, have greed upon the following articles: 


ARTICLE I 


This Treaty shall terminate the third, fourth, and fifth paragraps of Article 
V of the treaty between the United States of America and Great Britain relat- 
ing to boundary waters and questions arising between the United States of 
America and Canada dated January 11, 1909, and the provisions embodied in 
the notes exchanged between the Government of the United States of America 
and the Government of Canada at Washington on May 20, 1941, October 27, 1941. 
November 27, 1941, and December 23, 1948, regarding temporary diversions of 
water of the Niagara River for power purposes. 


ARTICLE II 


The United States of America and Canada agree to complete in accordance with 
the objectives envisaged in the final report submitted to the United States of 
America and Canada on December 11, 1929, by the Special International Niagara 
Board, the remedial works which are necessary to enhance the beauty of the 
Falls by distributing the waters so as to produce an unbroken crestline on the 
Falls. The United States of America and Canada shall request the International 
Joint Commission to make recommendations as to the nature and design of such 
remedial works and the allocation of the task of construction as between the 
United States of America and Canada. Upon approval of the United States of 
America and Canada of such recommendations the construction shall be under- 
taken pursuant thereto under the supervision of the International Joint Commis 
sion and shall be completed within four years after the date upon which the 
United States of America and Canada shall have approved the said recom 
mendations. The total cost of the works shall be divided equally between the 
United States of America and Canada. 


ARTICLE III 


The amount of water which shall be available for the purposes included in 
Articles IV and V of this Treaty shall be the total outflow from Lake Erie to the 
Welland Canal and the Niagara River (including the Black Rock Canal) less the 
amount of water used and necessary for domestic and sanitary purposes and 
for the service of canals for the purposes of navigation. Waters which are 
being diverted into the natural drainage of the Great Lakes System through the 
existing Long Lac-Ogoki works shall continue to be governed by the notes ex- 
changed between the Government of the United States of America and the 
Government of Canada at Washington on October 14 and 31 and November 7, 
1940, and shall not be included in the water allocated under the provisions of 
this Treaty. : 


ARTICLE IV 


In order to reserve sufficient amounts of water in the Niagara River for scenic 
purposes, no diversions of the water specified in Article III of this Treaty shall 
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be made for power purposes which will reduce the flow over Niagara Falls to less 
than one hundred thousand cubic feet per second each day between the hours of 
eight a. m., E. S. T., and ten p. m., E. S. T., during the period of each year begin- 
ning April 1 and ending September 15, both dates inclusive, or to less than one 
hundred thousand cubic feet per second each day between the hours of eight 
a. m., E. 8. T., and eight p. m., E. 8. T., during the period of each year beginning 
September 16 and ending October 31, both dates inclusive, or to less than fifty 
thousand cubic feet per second at any other time; the minimum rate of fifty 
thousand cubic feet per second to be increased when additional water is required 
for flushing ice above the Falls or through the rapids below the Falls. No diver- 
sion of the amounts of water, specified in this Article to flow over the Falls, shall 
be made for power purposes between the Falls and Lake Ontario. 


ARTICLE V 


All water specified in Article III of this Treaty in excess of water reserved 
for scenic purposes in Article IV may be diverted for power purposes. 


ARTICLE VI 


The waters made available for power purposes by the provisions of this Treaty 
shall be divided equally between the United States of America and Canada. 


ARTICLE VII 


The United States of America and Canada shall each designate a representative 
who, acting jointly, shall ascertain and determine the amounts of water available 
for the purposes of this Treaty, and shall record the same, and shall also record 
the amounts of water used for power diversions. 


ARTICLE VIII 


Until such time as there are facilities in the territory of one party to use its 
full share of the diversions of water for power purposes agreed upon in this 
Treaty, the other party may use the portion of that share for the use of which 
facilities are not available. 


ARTICLE Ix 


Neither party shall be responsible for physical injury or damage to persons or 
property in the territory of the other which may be caused by any act authorized 
or provided for by this Treaty. 


ARTICLE X 


This Treaty shall be ratified and the instruments of ratification thereof ex- 
changed at Ottawa. The Treaty shall come into force upon the date of the 
exchange of ratifications and continue in force for a period of fifty years and 
thereafter until one year from the day on which either party shall give notice 
to the other party of its intention of terminating the Treaty. 


In witness whereof, the undersigned plenipotentiaries have signed this Treaty. 
Done in duplicate at Washington this twenty-seventh day of February, 1950. 
For the United States of America : 

DEAN ACHESON 
For Canada : 

H. H. Wrone 


The reservation reads: 

The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provisions 
of the treaty, and no project for redevelopment of the United States share of 
such waters shall be undertaken until it be specifically authorized by act of 
Congress. 


Senator Kucuer. Could the Congress.in your opinion eliminate 
that restriction which was made a part of the treaty with Canada if 
it were so inclined ? 

Governor Dewey. Yes, sir. I have a one-page bill here which, if 
the Congress would pass it, would restore the matter to the Federal 
Power Commission, where I honestly believe it belongs. 
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Senator Kucuet. And that would be the recommendation by you 
to this committee for its consideration ? : 

Governor Dewey. No, sir. Senator Ives preferred to handle it by 
the Ives-Becker bill, and that bill was introduced at the request of 
the power authority, and I am supporting that bill. 

Senator Kucuen. Yes, sir. 

Governor Dewey. I say this, however: If the committee desires to 
restore the law to where it was; to restore the handling of these mat- 
ters with the appropriate preferences for the States as the Federal 
Power Act has it, by simply the repeal of that rider, I should con- 
sider that a most appropriate compromise and a very sound restora- 
tion of our traditional policy. 

Senator Kucue.. Thank you very much. 

Senator Case. Mr. Chairman. 

The CuarrMan. Senator Case. 

Senator Case. Governor Dewey, the suggestion of placing this mat- 
ter to be handled by the Federal Power Commission is one which has 
intrigued me somewhat, and I have been looking into that a little 
bit; but do I understand that this text of the substitute bill, or what- 
ever it may be you have there—has that been presented to the com- 
mittee in any way ? 

Governor Dewey. No sir, because no one has asked for it. Shall 
[ offer it in the record ? 

Senator Case. With that slightly disguised invitation, I asked for 
it. I should like to have it in the record. 

Governor Dewey. I can read this, incidentally. It is written by 
the bill drafters down here. It is in a foreign language to me, but 
the gist of it is contained in the final four lines: 

Any such project for the redevelopment of the United States share of such 
waters may be undertaken if authorized in accordance with existing laws of 
the United States relating to the authorization of such projects, and such 
authorization shall constitute compliance with the above reservation. 

That refers to the treaty. 

Senator Casz. That is the rider to which you have alluded. 

Governor Dewey. I will hand that to the reporter. 

The Cuarrman. We will make it a part of the record. 

(The bill referred to is as follows :) 


A BILL To authorize the construction of certain works of improvement in the Niagara 
River for power and other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That pursuant to the provisions of the reser- 
vation of the Senate of the United States of America and Canada Concerning 
Uses of the Waters of the Niagara River signed February 27, 1950 (Executive 
N, 81st Cong., 2d sess.) that provides that no project for redevelopment of the 
United States share of such waters for power purposes shall be undertaken until 
it be specifically authorized by Act of Congress, any such project for the rede- 
velopment of the United States share of such waters may be undertaken if 
authorized in accordance with existing laws of the United States relating to 
the authorization of such projects, and such authorization shall constitute 
compliance with the above reservation. 


Senator Case. Are you familiar with what we think of in terms 
of States rights in the West with regard to waterpower development 
and the use of water ? 

Governor Dewey. Well, Senator, I think I am, but I certainly would 
not pose as an authority. I have discussed it and thought of it a lot 
in presidential campaigns. 
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Senator Casg. In the Flood Control Act of December 22, 1944, there 
was written in what is known as the O’Mahoney-Milliken amendment, 
which was an attempt to write into basic Federal law a recognition 
of the interest of States in the development of waters that are within 
their borders. That in substance says that nothing in the act shall 
interfere with the beneficial consumptive use of waters west of a 
certain line. 

_ While that relates primarily to the use of water for irrigation con- 
sistent with that idea, the States of the West generally have felt they 
had a priority on the development of water, and they appropriated 
and started to use it. 

Are you attempting to suggest that the State of New York feels 
it has a certain prior right to the use of waters within the State or 
which form a part of the boundary of the State, consistent somewhat 
with the same feeling they had in the West on the use of waters in the 
States, Governor ? 

Governor Dewey. As you state it, sir, I would agree that that is 
our theory, and I would simply say that we have asserted that we own 
the riverbed to the international boundary and we own the use of the 
water; and we have charged the Niagara-Mohawk for the use of that 
water for 10 years and they have paid for it. They contested it 
and they were licked in the courts, and they have been paying us a 
million dollars a year ever since. 

I believe that that right of the State—its prior right to the develop- 
ment of its own waterpower—is recognized in the Federal Power Act 
to which the Senator from California just referred. 

Senator Casz. I have answered some of my correspondence in rela- 
tion to this bill by stating that in 1931 the State of New York enacted 
a law saying that the Niagara shall always remain inalienable to, and 
ownership, possession, and control thereof shall always be vested in, 
the people of the State. 

Has there been any modification of that law by the State of New 
York? 

Governor Dewey. No, sir. It has been strengthened only. And, 
by the way, I just wanted to say that there was one letter you were 
kind enough to let me see a copy of which you sent to one of my 
constituents, which was one of the most brilliant statements of New 
York’s position I have ever seen in one page. 

I am reminded that I did not fully give my reason to Senator 
Chavez on one point that deals with preference. I meant to, and it 
slipped my mind. 

Prefscenice is a matter—as we all know, preference means whoever 
will set up a municipally owned plant, or has a cooperative, gets a 
preference on the use of the public power; and then you have to build 
a line to them to deliver it to them. That has certainly helped in the 
development of many areas in the western part of the United States 
particularly. It is entirely inapplicable in New York, because we are 
fairly fully developed, and we have adequate transmission lines to 
every corner of the State and every spot in the State. We are almost 
completely electrified rurally. The only trouble is that our electricity 
costs us too much, and we need some cheap waterpower flowing for 
the benefit of all the people, and not waterpower that is burdened 
with taxes that are not paid by the other people in the country. 
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Senator Hottanp. Will the witness permit one additional ques- 
tion ¢ 

Governor Dewey. Yes, Senator. 

Senator Hotianp. I was interested in your statement a moment 
ago to the effect that the State had asserted claim to its ownership 
of the bed of the river out to the international boundary. You are 
familiar with the fact, are you not, that in the recent Tidelands Act, 
so-called, the Government confirmed their ownership ¢ 

Governor Dewey. Yes, sir. 

Senator Hotzianp. To the middle of the river, or to the interna- 
tional boundary ? 

Governor Dewry. Even though it hasn’t any oil in it. 

Senator Hontanp. And there was no longer any question at all 
about the States having the ownership of the bed of the river to the 
international boundary. You are familiar with that ? 

Governor Dewey. I am, and I am grateful to you for reminding 
me of it. I hadn’t even thought of it because I think of the tidelands 
bill as being concerned with oil instead of water. 

Senator Horttanp. Too many people have that same attitude, I 
would say to the Governor. It relates to many things other than oil, 
and many things that I think in the long run are vastly greater in 
value than oil. 

(Portions of the law referred to are as follows:) 


EXCERPTS FROM PuBLIc Law 31, 8383p ConGrEss, CHAPTER 65, 1sT Session, H. R. 4198 


AN ACT To confirm and establish the titles of the States to lands beneath navigable waters 
within State boundaries and to the natural resources within such lands and waters, to 
provide for the use and control of said lands and resources, and to confirm the jurisdiction 
and control of the United States over the natural resources of the seabed of the Continental 
Shelf seaward of State boundaries. 


* * ak * * 7 > 

Spc. 2. When used in this Act— 

(a) The term “lands beneath navigable waters” means— 

(1) all lands within the boundaries of each of the respective States 
which are covered by nontidal waters that were navigable under the laws 
of the United States at the time such State became a member of the Union, 
or acquired sovereignty over such lands and waters thereafter, up to the 
ordinary high water mark as heretofore or hereafter modified by accretion, 
erosion, and reliction ; 

*” A * ca * * - 

(e) The term “natural resources” includes, without limiting the generality 
thereof, oil, gas, and all other materials, and fish, shrimp oysters, clams, crabs, 
lobsters, sponges, kelp, and other marine animal and plant life but does not 
include water power, or the use of water for the production of power ; 

* t ok * ok ~ a 

Sec. 3. 

(b) (1) The United States hereby releases and relinquishes unto said States 
and persons aforesaid, except as otherwise reserved herein, all right, title, and 
interest of the United States, if any it has, in and to all said lands, improve- 
ments, and natural resources ; 


” 


> * * * + * > 

(d) Nothing in this Act shall affect the use, development, improvement, or 
control by or under the constitutional authority of the United States of said 
lands and waters for the purposes of navigation or flood control or the produc- 
tion of power, or be construed as the release or relinquishment of any rights of 
the United States arising under the constitutional authority of Congress to regu- 
late or improve navigation, or to provide for flood control, or the production of 
power ; 
> 
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Sec. 4. SEAWARD BoUNDARIES.—The seaward boundary of each original coastal 
State is hereby approved and confirmed as a line three geographical miles distant 
from its coast line or, in the case of the Great Lakes, to the international bound- 
ary. Any State admitted subsequent to the formation of the Union which has 
not already done so may extend its seaward boundaries to a line three geographi- 
cal miles distant from its coast line, or to the international boundaries of the 
United States in the Great Lakes or any other body of water traversed by such 
boundaries. 

* * * ” * * x 

Sec. 6. Powers RETAINED BY THE UNITED StTaTes.—(a) The United States 
retains all its navigational servitude and rights in and powers of regulation 
and control of said lands and navigable waters for the constitutional purposes 
of commerce, navigation, national defense, and international affairs, all of which 
shall be paramount to, but shall not be deemed to include, proprietary rights of 
ownership, or the rights of management, administration, leasing, use, and de- 
velopment of the lands and natural resources which are specifically recognized, 
confirmed, established, and vested in and assigned to the respective States and 
others by section 3 of this Act. ; 

Governor Drewry. As a matter of fact, Robert Moses, who I think 
is quite well known to all of us, has taken the very vigorous position 
if you had not passed that bill New York’s waterfront and much of 
our natural resources in the State would have been endangered. 

Senator Hotianp. One more question. 

It is true, is it not, that since our passage of the bill Mr. Moses 
and his department have proceeded with the development of an ad- 
ditional park project on Staten Island which had been held up pend- 
ing the action of Congress on the tidelands bill ? 

Governor Dewey. I believe that to be so, sir? 

Senator Busu. I was going to ask the Governor this question. 
He has been charging the operators there for the last 10 years for 
this water. Would it not be possible under the Miller-Dondero bill 
for the State to charge for the additional installation, and charge for 
the water just as they are charging now for the water that is used at 
the present installations? 

Governor Dewey. Yes, sir. 

_ Senator Bus. It would be possible under the law for you to con- 
tinue that under whatever installations were put in by the private 
companies ? 

Governor Dewey. I believe so, and that would be simply an added 
burden on top of the electric power, which is already too expensive. 

Senator Morsre. Mr. Chairman, I want to follow the Chairman’s 
pleasure in this matter. The Governor raised the preference issue, 
and I want to ask him two or three or four questions on it. 

Governor Dewey. May I interrupt, sir? Mr. Burton reminds me 
in 1931 our law was so amended that no private company may ever 
again have a license from the State of New York to divert water 
from the Niagara River for private development. Therefore, under 
the law of the State of New York neither the Niagara-Mohawk nor 
any other private company can ever develop that water. That has 
been the law for 22 years. 

The only way it could be done would be if the Congress passed this 
special legislation, discriminating against the people of this area, 
and singling them out for this unique and special gift of the people’s 
waterpower; and then the State of New York should cravenly sur- 
render to that and say, “We go along, and we will now just add to the 
burden by charging a license fee.” That is the only way we could 
now do so. 
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Senator Busu. In other words, if this bill were passed and be- 
came law, the bill that was passed by the House already, it would 
still require affirmative action by the Stateof New York? = 

Governor Dewey. We would certainly contest its constitutionality 
as a gift of our waterpower in violation of the laws of the State of 
New York. I don’t know whether we will win or lose that, but I 
hope it does not arise. 

Senator Busu. In other words, it would require the passage of 
a law by the State of New York permitting them to proceed under 
this law, if this passes ? 

Governor Dewey. If we lost the lawsuit, yes. If we lost the law- 
suit we would have to repeal the present law. 

Senator Busu. If this law were passed giving them the authority 
to proceed, they could not proceed until they got the authority from 
the State of New York as well ? 

Governor Dewey. That is the law of New York. Now, whether 
the act of the Congress supersedes the law of New York I certainly 
do not pretend to say. 

The CuarrmMan. Senator Morse. 

Senator Morse. I want to follow your pleasure in this matter, 
because as low man on the totem pole I do not want to violate any- 
body’s rights, but the Governor raised a question on preference and 
I have a few questions I want to ask him about. 

Governor Dewry. Senator, I would rather not get into that because 
it is not involved before us and I would prefer, if you do not mind, 
to finish stating my position, and then I would be glad to answer 
all questions which are considered by the committee to be relevant. 

Senator Morss. I want to follow the witness’ pleasure, but I want 
to make this statement, Mr. Chairman, that I am going to ask the 
questions sometime before the hearing is over, because I consider 
them relevant, and that is all that is important to me. 

The Cuarrman. Proceed, Governor. 

Governor Dewry. On the Ives-Becker bill it is simply a reaffirma- 
tion of the traditional position of the country for the last 33 years, 
giving the States the preference as they have it under the Federal 
Power Act. It allows the power authority to develop the Niagara 
power in the same way as it already has the license to develop the 
power in the St. Lawrence. It is similar in effect to the Kerr bill that 
was recently passed by the Senate for the Markham Ferry project in 
Oklahoma, except that in addition there was a partnership by con- 
tribution to Federal development. That is a correct statement, is 
it not ? 

I point out that the Ives-Becker bill is the only bill in my opinion 
which is consistent with the party platforms of both parties for the 
last 30 years, or with the law of the State of New York, or the posi- 
tion of all the Presidents of the United States for the last 30 years. 

It is said our bill is socialism because the State of New York pro- 
poses to develop waterpower. Well, in my own opinion, gentlemen, 
if I thought it was socialism I would not be down here supporting it. 
I fully recognize that opinions can differ on the proper definition of 
that word, but I would point out that before you convict me or the 
Ives-Becker bill of socialism, you must also previously convict Theo- 
dore Roosevelt, Charles Evans Hughes, and Mr. Herbert Hoover. 
After all, Mr. Herbert Hoover is the sponsor of the Hoover Dam, 








34 NIAGARA FALLS POWER DEVELOPMENT 


which is one of the original developments of waterpower by the 
people; only that was done with Federal money and my program is 
far more conservative, because I ask no taxpayers’ money whatsoever 
for it. 

I do not believe that you would succeed in convicting Mr. Theodore 
Roosevelt, or Mr. Charles Evans Hughes, or Mr. Herbert Hoover, of 
socialism and, therefore, I plead innocent, and I am sure I cannot be 
convicted. 

Senator Gore. Governor, suppose someone called it creeping 
socialism / 

Governor Dmwry. There we should have to analyze what that 
phrase means also. And I should say that if it is creeping socialism 
it did its creeping 40 years ago and is now full blown, in the vigor of 
its manhood, and is perhaps getting a little old, and is therefore no 
longer creeping. Because if this be socialism, and if all of the great 
Americans to whom I have referred be Socialists, then I would say 
it is very clear that the whole country has gone Socialist, because this 
is the last piece of waterpower of its size in the North American Con- 
tinent undeveloped. All of the others have been developed by public 
funds and under public sponsorship. This being the last, it is a little 
late to try to reverse the course of history. I doubt if this Congress 
or any other is going to put Bonneville Dam, or Hoover Dam, or the 
Tennessee Valley Authority up for public auction. 

When they do gentlemen, and the whole policy of the country has 
been changed and those great developments have been sold at public 
auction to the highest bidder, then I would be glad to come down and 
talk with you about this other proposal. 

Senator Kerr. I wanted to say that I appreciated the approval that 
you had given to my proposal on Markham Ferry, and I recognized 
the similarity to the problem you are presenting. 

Governor Dewey. It is remarkably similar. 

As far as I am concerned, the idea that the State at the most famous 
beauty spot in all America—I do not indulge in comparisons between 
Niagara Falls and the Grand Canyon or other glorious places in the 
country—I say that the Niagara Falls is the most famous beauty spot 
in the country—the idea that State control of it which has existed for 
70 years is socialism, is a rather extraordinary innovation at this late 
date. The idea that simple State development of the waterpower, 
which has already been approved by this administration, which no 
one has yet accused of being Socialist—in the St. Lawrence River, and 
which this Senate has just recognized is not socialism, by passing the 
Markham Ferry bill for Oklahoma, I submit that the argument of 
socialism against private enterprise is a dead thing and not worth 
wasting any more time on. 

Incidentally, the development of Niagara by these companies is not 
what you would exactly call private enterprise. This is a gift of the 
people’s power to specific companies to develop as they please, and to 
earn 6 percent on the money for which they pay 4 percent. These 
companies would be permitted 6 percent on all of the money they 
can possibly invest in the project at the expense of the people of the 
State of New York, and through the use of their waterpower. 

Senator Morse. Which investment, in turn, will have a lot to do 
with resulting rates. 
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Governor Dewey. It will certainly make the rates radically higher, 
in my opinion. 

I point out that the Ives-Becker bill makes the benefits of this great 
national monument, our last great waterpower resource, available to 
all of the people and no:; just to those who happen to be served by the 
companies who are so carefully described in this bill. 

It makes those benefits available without duplication of transmis- 
sion lines. The idea of building competing transmission lines would 
be to my mind the utmost of folly. The idea of preference in this 
situation where I think 1 or 2 percent of the power produced in New 

York comes from municipally owned or cooperative plants, seems to 
me also equally irrelevant. 

The Ives-Becker bill will be the most useful servant private enter- 
prise has had in the interests of all of the people. 

Also, to those who still have a lingering suspicion that this is social- 
ism I point out if the State of New York develops this power they 

can be reasonably sure it will never thereafter be taken by the Federal 
Government for the purpose of launching a really big socialist enter- 
prise. If it is not developed by the State of New "York I suggest that 
it will within the lifetime of most of us be taken by a national admin- 
istration of a different hue and political faith than either this or the 
last ones we have had, and it will be taken away from the companies. 
They will be reimbursed and then you will have a gigantic socialist 
enterprise in which your free enterprise in the distr ibution of private 
power will be completely demolished. 

I may point out I have been a little surprised recently. All of these 
years I have been standing firmly for State development I have’ had 
the reasonable support of most people of the State of New York. 
And suddenly, for the first time in my 11 years as governor, I find 
that now I am a radical, whereas before I was a conservative, and I 
am in exactly the same place today I have been all my life. 





a Senator Morse. That always happens, Governor, when you adopt 
i a liberal idea 

Governor Dewey. Senator, that would be more true in my case if it 
weren’t for the fact that I have been right where I am now for all of 
the years I have been in public life. 


Senator Morsr. They didn’t know about that. 
Governor Newry. Oh, yes, they did. I ran for office on it in 1938, 
d in 1942, in 1946, and in 1950. Senator Lehman beat me in 1938, and 

I won all of the other times. 

Senator Lenman. Not against me. 

Governor Dewey. No, sir. But you were on the other side in 1946, 
when Senator Ives came through. 

Senator Lenman. I want to make it very clear I was not a candi- 
date at that time. 

Governor Dewry. No, sir. 

The Cruarrman. We have just got a limited amount of time. I am 
sorry. 

Governor Dewey. I think that I shan’t burden you any more with 
a discussion of this socialism thing. 

The Cuarrman. No, Governor Dewey. I did not mean to cut you 


off. 


Governor Dewey. I known you didn’t. 
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The Cuarrman. I mean, we have only a limited amount of time and 
some of the members of the committee want to ask some questions. 

Governor Dewey. I am just about through. I am just running 
through my notes here. 

It has been suggested that the power authority could not do this 
job as well as the private companies. If we lived in some of the other 
countries that would be true, because in many countries and, in fact, 
in almost every other country in the world, power has been totally 
socialized. In the Orient, in many of the British nations, on the 
Continent, and in most of the rest of the world. 

The Cuarrman. Governor Dewey, might I ask you a question there, 
because this committee has, as I outlined at the beginning, this very 
difficult matter of policy which this committee has to determine. 

You traveled all over the world to quite an extent. How does the 
power of the countries where, as you say, it is socialized, compare in 
adequacy to that of the United States? 

Governor Drewry. Senator, I would say that I think I would like to 
answer that in a little detail. On my trip to the Pacific I took a 
dictaphone machine so I could send back letters regularly and keep 
notes of my trip; and in no country I was in outside of the United 
States did the dsenahone machine work all of the time, because the 
power ran out. The power was not strong enough to run a dicta- 
phone machine at all hours of the day and night in any country I was 
in. I never used it in any country where it didn’t cut out on me at 
some time or other because the lights got dim and the power was too 
poor. In each of those countries the production and distribution of 
power has been taken over as a government function. 

If that should happen in this country I would have the most dismal 
outlook for our future. On the other hand, so long as all power is 
distributed, and the complicated job of dealing with the public and 
maintaining these transmission lines, and the electric meters in the 
homes, and the distribution to the factories, and the immensely dif- 
ficult technical problem of this distribution of the load, and the pro- 
duction of the facilities at the great General Electric and Westing- 
house and Allis Chalmers plants and other immense free-enterprise 
companies that turn out electrical equipment which is sold to every 
nation on earth because no nation can duplicate ours yet effectively— 
so long as all of that remains in private hands I do not fear the public 
development of the waterpower that belongs to the people, provided 
it is distributed by free private enterprise wherever possible. 

I should fear for it if distribution generally got into the hands of 
Government. 

I would like to point out that the best engineering talent is available 
to the power authority. Under our system I think we will not only 
do it as well, but I honestly believe that we will do it better than the 
private companies. We have no object, and no purpose would be 
served by doing it expensively. Our object is to do it inexpensively 
and we don’t earn a nice little 2 percent spread between the 4 percent 
interest and the 6 percent profit rate which is quite properly allowed. 

Senator Kerr. May I ask a question there? 

The Cuarrman. Senator Kerr. 

Senator Kerr. Is it not a fact, Governor, that the 4 percent interest 
that private power companies pay is just 1 of the items of expense; 
and that they are entitled to make 6 percent on their total invested 
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and borrowed capital over and above the 4 percent, so that their spread 
is still 6 percent and not the difference between the 4 and the 6? 

Governor Dewey. No, sir. 

Senator Kerr. I think it is in many States. 

Governor Dewey. Well, in New York it is not. I do not know what 
it is in other States. 

Senator Kerr. The basis of their regulation is that they are per- 
mitted to earn a net of 6 percent on their investment, and the 4 percent 
interest they pay goes into their general expense fund. They are not 
limited to a spread of 2 percent between the 4 percent and the 6 per- 
cent, but are rather permitted to earn 6 percent on their invested 
capital. 

pene Dewey. Perhaps we misunderstand each other. If the 
company puts $1 million into a property and it puts up a half a million 
dollars of its own money as the equity capital, or risk capital, and bor- 
rows the other half a million dollars, it will pay 4 percent, shall we say, 
on the half and it is allowed a 6 percent return on the whole million. 
So its return is permitted to be a total gross of $60,000 a year, which is 
6 percent on a million. That is the total return that it is allowed to 
have. 

Senator Kerr. The interest is not the only expense they have. 

Governor Dewey. No. They have many other expenses. But actu- 
ally-—— 

Senator Kerr. I am sure in my States they are permitted that 6 per- 
cent over and above the interest they pay, and I would believe that is 
generally the situation. 

Governor Drwry. I do not believe that is right. In New York it is 
only 6 percent gross on the capital investment. 

The CHatrrman. Governor Dewey, that, of course, as you know, is 
very much of a debated question. I think each State has different 
regulatory bodies that have different rules as to whether it is historic 
capital, or popeoenan, 

Governor Dewry. Yes. 

The Cuarrman. It is a very difficult thing to get into. 

Governor Dewey. It becomes immensely complicated. 

The Cuatrman. Awfully complicated. 

Governor Dewey. I forgot completely to mention one major factor. 

This waterpower development we believe will cost around $400 mil- 
lion. A major factor here is the difference in cost to the people in 
our State. We have a lot of primary steam power, which is more 
expensive. Much of it is produced by old plants. We would like to 
have some of the benefits of waterpower that the Northwest and 
the Far West and Mountain States and the Tennessee Valley have. 
We will not get it if this is done by these private companies. 

If we are singled out as the one State out of the 48 to have our 
major waterpower site given away by the Congress to private com- 
panies, then we will be unhappily charged some $31 million more 
than we would otherwise. That is made up as follows: 

There are different estimates on the Federal taxes involved, but 
they are about $10 million that would be paid by the project—net 
after payment of proper local taxes based on the present value of 
the land. There would be about $11 million more of State and local 
taxes saved ; and there would be about $10 million a year saved on the 
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bonds because our interest rates, of course, do not include taxes. So 
it will save approximately $31 million. 

There will be differences of opinion on that, but my sober judgment, 
with all the facilities of the power commission and the offices of the 
State to study it, is that our people, the people of the Northwest, of 
Pennsylvania, Ohio, New York and New England, will save about 
$31 million a year. 

You say to me, “Why shouldn’t they— 

The CHarrMan. Governor, you mean » that $ ‘31 million is in taxes? 

Governor Dewey. No, sir. Only $21 million of it is taxes. 

The CuarrMan. $21 million is in taxes? 

Governor Dewey. Yes, sir. And the other $10 million is in bonds. 

The Cuarrman. When I was governor of the State I used to have 
men come to me and say, “This is a marvelous project.” I would say, 
“How much does it cost?” They would say, “It costs a million dol- 
lars.” I would say, “Well, we are up to our budget. Will you intro- 
duce a tax measure to take care of that costs?” And the man usually 
said, “Well, we will wait.” 

Down here Senator Kerr and I are on the Finance Committee. We 
are just searching in every way to get taxes enough to operate the 
Federal Government without destroying certain small industries. 

I think I know as a governor of a State I had a lot of trouble in se- 
curing money enough to operate our schools, our roads and our welfare 
institutions without having a tax rate higher than New York, New 
Jersey and Maryland and Ohio. 

Governor Dewey. You succeeded, I may say. 

The CuatrmMan. Well, I do not know whether I was a very popular 
governor or not, but I left the governor’s office with cash in the bank, 
and I guess about the only people I pleased, probably, were the good, 
old-fashioned Pennsylvania Dutch, who are awfully thrifty and pay 
for things each year as they go along. 

What I am getting at is, ‘if we save these taxes, the taxes must be 
paid by the people i in some other way. 

Governor Dewey. Yes, sir. 

The Cuatrman. There is no use in our trying to kid ourselves. ‘The 
people and the consumer have to pay the taxes. 

Governor Dewry. Do you want my views on that subject? 

The CuarrMan. Yes. Governor, I want you to know I would like 
to make this comment again. We appreciate your coming down here. 
This is a difficult problem and I want to get all of the information that 
we can possibly get. I have said many times that I considered you the 
best. government: tal administrator in this country, and I think we are 
fortunate to have your opinion here this morning on questions of this 
kind. 

Governor Dewry. That is very nice of you, and I am grateful too 
for the indulgence in time. I have only one more thing to say after 
T have answered this question. 

If all of the waterpower in America paid Federal, State and local 
taxes, I would not have a leg to stand on. But the Government-de- 
veloped waterpower in America pays no Federal taxes, no State taxes, 
and no local taxes. There may be a minor exception here and there. 
There are minor developments which pay some. But, I say, why should 
my people be singled out of all of the 48 States to pay the only taxes 
there are on this kind of waterpower development ? 
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I say and I plead with you, do not take from the people of New York 
their own waterpower and give it away to 5 companies which are so ele- 
gantly described in this bill, and then give them 6 percent on the capital 
investment, which would cost us only 4 and them only 4, and charge 
that to our consumers, and then charge our consumers Federal, State 
and local taxes, which are paid by no other people in the entire United 
States. 

I think that would be the rankest injustice to the people of Ohio, 
Pennsylvania, New York, and New England that I ever heard of. 
They are hungry for some cheap waterpower ; and, at last, after all of 
these years of struggle, we are beginning to get a chance to develop 
our own waterpower. 

We have at last gotten the license on this St. Lawrence River. 
Now somebody comes along and says, “We are going to take away 
your only remaining w aterpower—the g greatest resource left in North 
America—and give ‘it aw ay, and then sell it back to you at vastly in- 
creased costs that are not paid by any other section of America.” If 
they did pay them too, I would not have any argument. 

Senator Busu. If I understand you correctly, you said other 
hydroelectric power developments do not pay any taxes. Would that 
be true in connection with the developments on the Susquehanna 
River, where I think there are three dams and power sites ? 

Governor Dewey. Do they amount to 5 percent of the total water- 
power production in America ¢ 

Senator Busy. I cannot answer that question, but there are three 
there. 

Governor Dewey. I cannot either, but I will bet you right now the 
best cigar in Washington. 

Senator Bus. My point is my impression is wherever there are 
hydroelectric properties under private operation they are paying 
taxes, including the installation at Niagara right now. 

Governor Dewry. Yes, sir. We stopped that in New York in 1931, 
and we declared that kind of thing shall never again happen. 

Senator Busu. But they are paying taxes there now. 

Governor Drewry. Yes, because they have a right, and we can’t 
throw them out of it under the Constitution. 

Senator Busu. I would like the record to show there are other pri- 
vate companies operating hydroelectric properties on the rivers of 
the United States which are paying taxes. 

Governor Dewey. I did not dispute that, Senator. 

Senator Busu. I thought your statement did state that. 

Governor Dewey. I said “with a few exceptions.” 

The Carman. Governor Dewey and Senator Bush, if you will 
both wait for just one moment. 

On page 174 of the hearings—and you know there have been very 
exhaustive hearings already taken in this matter—you will find a list 
of them. 

Governor Dewey. This is a mixture, Mr. Chairman, of public and 
private, so that it does not make any sense. 

Senator Kerr. In that regard, Governor, is it not a fact that where 
the power has been developed by private companies and where they 
do pay taxes on their equipment and their property, don’t they just 
pass that tax on to the consumer as a part of the expense of their 
operation ? 
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Governor Dewey. Yes,sir. They have to. 

Senator Kerr. And in addition they are permitted to make their 
6 percent over and above that ? 

Governor Dewey. Yes, sir. 

Senator Kerr. So that in reality they are nct the taxpayer per se, 
but merely the vehicle for collecting the tax from the consumer; and 
not the ones who pay it out of their net profit, but they are permitted 
to charge it up as an expense and then permitted to make their net 
profit over and above that? 

Governor Dewey. That is correct, sir. 

Senator Busu. And the Governor would agree that would be the 
case in almost any manufactured product ? 

Governor Dewey. Necessarily, and quite properly, I have no 
quarrel with it. 

Senator Kerr. But with this difference: In this instance the utility 
is a legalized monopoly guaranteed against loss, and permitted under 
the formula whereby it is regulated to put the tax right into its 
expense items and make their rates then on the basis of getting enough 
over and above that to guarantee them their minimum return on their 
investment. 

Governor Dewey. Senator, I am exceedingly grateful to you for 
having passed your bill, which is a perfect precedent for mine this 
year. I should like to agree with everything you have said; but, as it 
happens, there is one aspect of it that I do not agree with. 

The private companies are not guaranteed a return. There is no 
guarantee. 

Senator Kerr. They are permitted to charge a rate which produces 
the return. 

Governor Dewry. They are supposed to be, but I think there are 
probably 10,000 bus companies who are utilities in the United States 
who would build the biggest statue in the world to anybody who 
would guarantee them 6 percent on their money. They are supposed 
to get it, but they do not. 

Senator Kerr. Their investments are subject to review by the 
regulatory body. 

Governor Dewey. Actually no law guarantees anybody any profit. 

The Cuamrman. Governor Dewey and Senator Kerr 

Senator Kerr. I won’t get into an argument with the Governor. 

The CHatrman. Any railroad in the eastern part of the United 
States—and I do not know about the western part—would be cer- 
tainly greatly pleased if they could get the return that the law per- 
mits them to have. 

Governor Dewey. Yes; it is not true that anybody is guaranteed. 
What they are allowed is the maximum of 6 percent if they can earn it. 

The Cuarrman. Senator Morse. 

Senator Morse. On this point of the Governor’s position on this tax 
matter, I find myself in complete agreement and I would add this 
observation and see if the Governor agrees with it. You expect, of 
course, under such a program as yours to be able to get the power 
to the consumers at a lower rate; and by getting it to the customers 
at a lower rate you produce a great inducement for an expansion of 
the economy, which in turn will turn into your Treasury tax dollars 
far in excess of the small amount, relatively speaking, of the tax dollars 
that the private utilities would turn in at a higher rate. 
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Governor Dewry. Senator, I would hope so, but in all honesty I 
must answer you, I would be content if this made it possible for us to 
maintain our present industries, and perhaps grow a little. Because 
we are a fairly fully developed area as compared with the other areas 
which have benefitted so greatly from the cheap power. We need it to 
hold what we have. We have been losing it and we will lose more if 
we do not get it. 

[ have one more figure I wish to burden you with, and only one. 
[f the Capehart- Miller bill should pass it will cost the people served 
by the power from Niagara $1,550 million over 50 years. 

Senator Kerr. You mean over and above what it would cost them if 
it were developed by the State ? 

Governor Dewey. Yes, sir. It would cost $1,550 million more for 
their power than if the State is allowed to develop it in accordance 
with the universally agreed objective of both parties, the laws of the 
State, the Presidents and the Congress prior to this peculiar amend- 
ment which singled us out for some peculiar retribution which I do 
not believe our citizens have earned. 

My figures are made on this basis: It is a 50-year license, and we 
will save a minimum of $31 millon a year by State development, and 
distribution of the power through the existing companies. 

$31 million times 50 years is “$1, 550 million, and I do not believe 
anybody can dispute that figure. The only dispute is as to whether 
it is not twice that much. I have been exceedingly conservative. There 
is not included in that figure any of the real benefits of integration of 
service. There is not included in that figure any of the savings brought 
about by the shutting down of the oldest and most high cost steam 
plants, some of which are extremely high cost, but on which the com- 
panies will still be allowed to earn 6 percent on their investment. We 
will not have to pay the high cost of coal for them when they are 
shut down. That is all. 

The Crarmman. Will you excuse me for just a moment, Senator 
Morse? That brings up a very, very serious problem. You take the 
State of West Virginia, the State of Ohio and the Commonwealth of 
Pennsylvania, who already have an enormous unemployment by reason 
of the railroads and other concerns using something else for fuel than 
coal. 

One ef the greatnesses of America is that every man who wants to 
be gainfully employed has a job that gives him an American living 
standard. 

I am just wondering how we are going to do that. I consider those 
people unfortunate who lose their jobs through no fault of their own. 
It is an economic development, but in some way it seems to me that all 
of those things have to be considered. 

We are talking about public power either by the Federal Govern- 
ment or the State in order to give people power at less expense, and yet 
those kinds of things are putting men out of employment. 

Governor Dewey. Senator, you remind me of the time when the 
drivers of the stage coaches petitioned the Congress to forbid the de- 
velopment of rails oads because it would put them out of jobs. If 
you are going to stand in the way of cheap power because there may 
be some slightly smaller consumption of coal, then we are really 
standing still and going backward. 
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But actually, the point is simply this: Are we alone of all the rest 
of America to be singled out and say we have to continue to pay 6 
or 7 mills to produce pilienaht: bower when we can get it for 2.3? 

This amounts to 30 percent of the total power consumed in the State 
of New York. 

The Cnarmrman. Senator Morse. 

Senator Morse. All I want to say, if a reply is necessary to the 
Governor, is I am willing to take judicial notice that he, under this 
plan or any other plan, produces power at a cheap power rate which 
you sorely need in New York because of your high steam power plant 
cost; that the resulting benefit to your economy will produce tax 
dollars to your State treasury far in excess of the tax dollars that 
the private utilities would ever send into your treasury if you let the 
private utilities make this development. 

Governor Dewey. I have only one major point left. 

Senator Cuavez. It would also have another benefit. If you can 
produce cheap power your industry can use that power to create more 
jobs. 

Governor Dewey. I have no doubt we will benefit by 10 jobs for 
every job that is lost. 10 new jobs for every job lost. 

Senator Morse. That is tax dollars. 

Governor Dewey. And even in Pennsylvania, Senator, where they 
have other kinds of jobs, as well as coal. 

The Cuarrman. Governor Dewey, in Pennsylvania we talk about 
Pennsylvania as a great, rich State because we have big powerplants 
and big steel plants and big electric plants, and all of that. But the 
greatness of our economy is the 17,000 small industries that we have 
in our State, and they are having a lot of trouble just now because 
of the big industries we have in the Commonwealth of Pennsylvania. 
It is not the intention of the big concerns to destroy the small ones, 
but competition has become so great and Government has become so 
big, and the expense of having men down here in Washington to 
look after matters from a tax standpoint is costing the litle fellows 
so much that they cannot afford to do it The big concerns too. 

It goes as an expense of business. You and I have discussed this 
thing many times and you know I have always fought for the little 
fellow here in America. It is not only the little industrialist, but 
also the little man in the labor organizations. : 

Senator Cuavez. What benefit is the little fellow going to get if 
he has to pay 7-point something mills per kilowatt-hour of power 
instead of paying 2% mills for that power ¢ 

Governor Dewey. I would think none. 

Senator Cuavez. I cannot see any benefit to the little fellow in 
small industry, or otherwise, if he has to operate on 714 mills per 
kilowatt-hour for power. 

Governor Dewey. This $1,550 million will be a saving to the people 
served by this development in the entire Northeast. 

The Cuatrman. Senator Bush. 

Senator Busu. I want to go back, Governor, to the question about 
the relationship between public and private hydroelectric power 
»rojects, and quote from the hearings held on the Miller-Dondero 
bil on page 174 where the long list of licensed projects appears. A 
quick calculation indicates there is a total of licensed projects hav- 
ing horsepower of 7,693,000 horsepower, on page 179. 
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As I say, a quick calculation indicates only about 1 million of that 
7,693,000 horsepower is publicly owned. The big balance of it, or 
six-sevenths of it, is privately-owned. I would like to state that 
for the record because I am sure the Governor—— 

Governor Dewey. Does this include Bonneville Dam ¢ 

Senator Bus. No. 

Senator Hotianp. It does not include any of the Federal projects. 
There are none listed there for Tennessee, for instance. 

Senator Busu. The only reason I wanted to get it in the record 
is I thought the Governor’s statement was pretty broad on that sub- 
ject, and I do think this is a very substantial amount of power. I do 
not kn6w whether it is 5 percent, or what it is, but it is a very sub- 
stantial amount of power which is paying taxes. 

Senator Case. Mr. Chairman, I have examined the list and it lists 
developments such as the city of Seattle and the city of Tacoma and 
sizable developments like the Skagit and the Lewis Rivers, but the 
list does not include Bonneville, Grand Coulee, Hoover Dam, the 
Tennessee Valley, or the Missouri River. 

The development on the Missouri River alone now would produce— 
in the authorized development which is underway—about 1,200,000 
kilowatts in my State alone. That is by the Federal Government. 

The CuatrrMan. Senator Stennis has a question. 

Senator Srennis. I am sorry, I got in a little late. You had al- 
ready recited your New York law as I understand it. 

Governor Dewey. Yes, sir. 

Senator Stennis. You have two statutes there—one that gets this 
water under public power. Would you read those briefly ? 

Governor Dewey. I wonder, Senator, if you would just let me fin- 
ish the one other point I want to make and then I would go to that 
next. 

I have one point I have been trying to make, and it is this: The 
industrial complex of the Northeast is the greatest industrial com- 
plex in the world. It is, therefore, the cornerstone of the defense of 
America and the free world. 

For example, there is one coal plant in New York City called the 
Hudson Gold Street plant, a private utility with 800,000-kilowatt 
capacity, which is a staggeringly big plant. It is the biggest private 
plant in the world. It produces more than the minimum of depend- 
able power of the entire St. Lawrence, for example. 

If one bomb fell on that plant we would need a degree of integra- 
tion of power to maintain the operation of aircraft plants, clothing 
plants, and a wide variety of other defense industries. 

We would need a degree of integration that we do not now have. 
The only way we can integrate is by getting this great flow of cheap 
power, and then requiring as a condition to its use that there be ade- 
et: facilities built by the private companies so as to provide a free 
flow of this electricity throughout the area served. If that is not 
done, gentlemen, the entire Northeast, which is the heaviest industrial 
complex in the Nation, I believe, not excluding Pittsburgh and De- 
troit, one atomic bomb in the wrong spot could destroy perhaps 50 
to 70 percent of the entire complex. _ 

What we need is a degree of integration such as we have not seen. 
Without it I believe the Northeast is susceptible to utter desolation. 
48161—54——4 
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The defense of America requires that this installation be developed 
by the State, which will produce as a byproduct an integration which 
will both cheapen power and make it widely available to all of the 
people who are served by public, by municipal and by cooperative 
plants in Ohio, Pennsylvania, New York, and New England. 

I believe it is essential to our economic welfare. It will save $1,550 
million over 50 years that we would otherwise have to pay. 

The private development bill would single out New York for this 
peculiarly expensive treatment against all other 47 States; and the 
people of New England, Pennsylvania, and Ohio who would benefit 
are also being singled out. This would create a precedent which would 
unnecessarily burden the Congress with controversy over all of these 
in the future. 

The private accompanying bill would repeal, in effect, the Federal 
Power Act, which is the fruition of a quarter of a century of struggle 
for conservation of our natural resources. It would rob the people of 
New York of their own power and then make them pay Federal, State, 
and local taxes on it. 

I believe that the Ives-Becker bill is sound, and in the public interest. 
It is consistent with the position taken by the leaders of both political 
parties for 50 years, and is the only manner by which it should be 
handled, unless the committee wishes to compromise and send the mat- 
ter to the Federal Power Commission by the passage of a simple bill 
which in effect repeals the treaty rider. 

That is the last of the things I had to say. I now have a question 
to answer for Senator Stennis, and Mr. Burton has handed me the 
statute. It isa long bill. 

Senator Stennis. Just give me the citation now. 

Governor Dewey. I put the entire bill into the record, Senator, but 
in 1931 the original bill was passed and has been reenacted, with more 
amendments to give it more teeth and power. 

Senator Srennis. That is the question I wanted to ask. It is not 
a dormantaw, but it has been reenacted or reamended ? 

Governor Dewey. No, sir. If you will give me one minute I think 
I will answer your whole question. The act says—and this is the latest 
amended act which was in 1951, and passed specifically to make sure 
that our law named the Niagara River pursuant to the Niagara River 
treaty with the Dominion of Canada—it says: 

Those parts of the Niagara and St. Lawrence Rivers within the boundaries 
of the State of New York are hereby declared to be natural resources of the 
State 


and then it concludes that they—and I quote: 


Shall always remain inalienable to, and ownership, possession and control 
thereof shall always be vested in, the people of the State. 


This act was induced by a message, if I may be permitted just briefly 
to read from this awfully long message I burdened the legislature 
with. At the time I said: 


For many years the development of cheap water power, by an agency of this 
State for the benefit of the people, has been the declared purpose of both the 
Democrat and Republican Parties in this State. On this we should stand to- 
gether, without partisanship. I invite your united and nonpartisan support 
toward the end we all seek—that the people of this State and adjacent areas 
may receive the benefits of their own water power, benefits that have been 
long denied them. 
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Then specifically on this, referring to additional water power made 
available under the Niagara treaty, “7.9 billion kilowatt-hours a year 
is the share for this side of the border.” Properly developed it will be 
closer to 10 billion. I asked that the law be amended specifically to 
include the Niagara ; and it was so amended. 

That is the fifth time that the Legislature of New York passed on 
this, beginning in 1931, and the last instance in 1951. 

Senator Srennis. That fully explains it, and as Governor of the 
State of New York you stand on that law now ? 

Governor Dewey. I stand on that law as it now is. 

Senator Casr. Governor, you made reference to the Flood Control 
Act of December 22, 1944, as recognizing States rights. For the 
record I would like to put in a couple of sentences. In the opening 
paragraph the act states : 

* * * it is hereby declared to be the policy of the Congress to recognize the 
interests and rights of the States in determining the development of the water- 
sheds within their borders and likewise their interests and rights in water 
utilization and control, as herein authorized to preserve and protect to the 
fullest possible extent established and potential uses, for all purposes, of the 
waters of the Nation’s rivers. 

Then, in implementing that so far as this particular act is con- 
cerned, in subparagraph (b) the act stated : 

The use for navigation, in connection with the operation and maintenance 
of such works herein authorized for construction, of waters arising in States 
lying wholly or partly west of the ninety-eighth meridian shall be only such 
use as does not conflict with any beneficial consumptive use, present or future, 
in States lying wholly or partly west of the ninety-eighth meridian, of such 
waters for domestic, municipal, stock water, irrigation, mining, or industrial 
purposes. 

My only point in bringing that out is, in the Western States we 
have contended for the rights and interests of the States in the uti- 
lization and development of the water and power possibilities. 

Governor Dewry. Thank you very much, sir. 

Senator Leuman. Mr. Chairman. 

Senator Morse. I think the Senator from New York has a question 
he wants to ask and I have one I want to ask. 

Senator Lenman. I assume you are going to recess at the hour and 
[ would very much appreciate it if I were given the opportunity of 
testifying before this committee at any time that is convenient to 
you—tomorrow, or Saturday, or Monday. I have a considerable 
statement to make and I would like to have that opportunity. 

The CHarrMan. Senator, do you have anything different from what 
you have already given ? 

Senator Leuman. Yes, I have. I have considerable. You have 
given Governor Dewey 2 hours. I would like to have the courtesy 
of appearing before this committee and expressing my views. I 
want to say this bill 

The Cuatrman. Wait a moment. Did you have something, Senator 
Morse. 

Senator Morssr. I have a question I wanted to ask. 

Senator Lenman. I wonder if I could finish my statement ? 

The Cuarrman. Senator Lehman, this is for the committee. Go 
ahead, Senator Morse. 

Senator Lenman. I realize that. 
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The Cuarmman. I apologize, but we have to adjourn in just a 
moment. 

Senator Morse. I have a series of questions which I am perfectly 
willing to have the Governor answer in writing, but I will start-out 
with 1 or 2. 

Mr. John E. Burton, chairman of the New York Power Authority, 
is quoted on page 212 of the joint hearings on the Niagara bills as fol- 
lows: 

It is the New York plan that preference shall be given to rural and domestic 
consumers, and industrial uses shall be secondary. 

My first question is, how do you propose to accomplish that if it is 
your purpose to integrate the power, in other words, sell it at the bus 
bar to private companies? What control will you have over the 
— companies in the sales contracts to require that this preference 

e granted ¢ 

Governor Dewey. Of course, 98 percent of the consumers of New 
York State are serviced by private companies. Therefore, the in- 
fluence of this for the benefit of domestic and rural consumers will be 
felt in the rate structure. It is my expectation that by next January 
we will have prepared legislation to integrate the powers of the power 
authority with those of the public service commission. 

As a matter of fact, in Dutchess County I think I pay about 5—I 
have forgotten the exact rate. Do you remember, John? 

Mr. Burron. 3.6 cents, I think. 

Governor Dewey. 3.6 average; which is a lot of money if you are 
running a farm and trying to make a net between what the milk check 
brings in and what it costs. In fact it is about as close as a cat’s whisk- 
er. The electric bill on my farm has been $100 a month, which is an 
awful lot of money on a farm where you are milking a total of 50 eows. 
I think I know something about the problem of the necessity for 
cheaper electricity. 

It is the purpose of the power authority, and it is my purpose, and 
the purpose of the public service commission, to see that these bene- 
fits are passed on to rural and domestic consumers in the rate struc- 
tures. 

Senator Morse. Mr. Chairman, if it meets with the pleasure of the 
Governor, I would like to leave these questions with him and have a 
memorandum prepared for the record in writing. 

The CuarrmMan. Then we will put it in the record at this place. 

Governor Dewry. That would be fine. 

Senator Morse. I submit the questions herewith. 

Governor Dewry. The answers will undoubtedly be better because: 
they will be written by Mr. Burton. 

Senator Morse. Well, I just want the answers. 

(The questions and answers referred to above are as follows :) 


MEMORANDUM 


Tue Power AUTHORITY OF THE STATE OF NEw YORK, 
Albany, N. Y., August 4, 1953. 
To: Senators MARTIN AND MORSE. 
A memorandum of the questions and answers that Governor Dewey requested’ 
me to furnish is enclosed. I am furnishing extra copies for the members. of 
the committee and for the committee record. 
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I regret the delay in furnishing the memorandum, but I went directly from 
Washington to Toronto for a conference on the St. Lawrence project and from 
there to a conference with legislators of the Midwestern States. 

Joun E. Burton, Chairman. 


REPLY PREPARED BY JOHN E, BURTON TO QUESTIONS SUBMITTED BY SENATOR 
MorSE AT HEARING OF THE SENATE PUBLIC WorKs COMMITTEE, JULY 23, 1953 


Governor Dewey has asked me to prepare replies to the questions handed him 
in Washington when the hearing was terminated by the Senate call. The ques- 
tions and answers follows: 


Question by Senator Morse: 


1. Mr. John E. Burton, chairman of the New York Power Authority, is quoted 
on page 212 of the joint hearing on the Niagara bills (May 14-15, 1953) as 
follows: 

“It is the New York plan that preference shall be given to rural and domestic 
consumers and industrial uses shall be secondary.” 

How do you propose to accomplish that if it is your purpose to integrate this 
power or, in other words, sell it at the bus bar to private companies? 


inswer by Mr. Burton: 


At the outset I would stress that your questions appear to arise from a mis- 
conception of the New York plan. The authority plan is to contract directly 
wtih each public, cooperative, and private distributing agency for its aliquot 
share of St. Lawrence and Niagara power. The deliveries of power will be made 
through private transmission lines unless the authority cannot secure their use 
and integration. The St. Lawrence and Niagara power allotted to municipal 
ind cooperative plants will be priced by the authority. Our integration plan 
and bus-bar sale are in no wise related. Bus-bar sales, physically and econom- 
ically, can only be made to one company—the Niagara-Mohawk. Our plan will 
pool the available power and provide for its widest possible distribution through 
existing transmission systems. It is designed to benefit all consumers rather 
than a selected few. It will also avoid unnecessary and costly duplication of 
existing transmission systems. 


Question by Senator Morse: 


2. Is it not true that what the New York Power Authority will do is to sell 
power to the private utility companies who will, in turn, sell to their customers? 
If this is true, what will happen to the rural co-ops and miunicipal co-ops, who, 
in the past, have serviced people who might otherwise not have been served? 
Will they prosper and grow or will they die on the vine? 
inswer by Mr. Burton: 

This question is largely covered by my previous answer. All existing munici- 
pals and cooperatives within economic transmission distance will be strength- 
ened and have access to their full share of the hydroelectric power. It should be 
noted that electrification in New York State is highly developed and 94 percent 
of the farm population of the State now has electric power. 


Question by Senator Morse: 


3. Do you think that your plan will contribute to an increase or a decline in 
rural electrification and to the normal growth of municipal plants? 


inswer by Mr. Burton: 


The New York law and plan require that the benefits of cheap St. Lawrence 
and Niagara power be made available equitably to all consumers. Municipals 
and cooperatives certainly will not decline and it will not be necesssary for 
rural and domestic consumers to create public marketing agencies in order to 
gain the benefits of the cheap hydroelectric power. Extension of rural electri- 
fication and greater use of electric power on our farms will be encouraged by 
the New York plan. The extension of marketing by public or cooperative 
agencies is a completely separate issue and involves many factors other than 
the St. Lawrence and Niagara projects. These projects are sound on their own 
merits. Their benefits will be made available on an equitable basis. to all con- 
sumers. They should not be confused with public versus private questions on 
the marketing of power. 











48 NIAGARA FALLS POWER DEVELOPMENT 


Question by Senator Morse: 


4. It is true that the Ives-Becker bill will give the private utilities monopoly 
control over the transmission and marketing of Niagara power and prevent 
competition ? 


Answer by Mr. Burton: 


From the above answers you can see that this is definitely not true. Good 
evidence to the contrary exists in the vehemence with which the utility com- 
panies oppose the State plan. 


Question by Senator Morse: 


5. Is it true that the Ives-Becker bill will, indirectly and without the expendi 
ture of 1 cent of private capital, give the private utilities what they seek directly 
in the Capehart-Miller bill? 


Answer by Mr. Burton: 


This is not true. The Ives-Becker bill will make the benefits of cheaper hydro- 
electric power available to all consumers within economic transmission range. 
Its benefits will not be limited to one special group of consumers. The con- 
sumers of the Northeast will gain the economic benefits of broad integration of 
power. The exemption of the project and its operation from taxes will place it 
on an equal footing with other Government projects throughout the country and 
produce an annual saving of $10 million in financial carrying cost. The 5 com- 
panies are fighting for this $10 million and would impose a gratuitous $21 
million of taxes upon our consumers in order to get it. Our plan will save the 
consumers of the Northeast a minimum of $1,550 million over a 50-year period. 


Question by Senator Morse: 


6. Do you feel that the rural electric co-ops presently functioning in New York 
northern Pennsylvania, and eastern Ohio, who might expect to benefit from 
Niagara power, will obtain any benefits under the Ives-Becker bill? 


Answer by Mr. Burton: 


Rural electric cooperatives in New England, New York, northern Pennsyl- 
vania, and northeastern Ohio can secure significant benefits by access to cheaper 


hydroelectric power under the New York plan which would come into being 


under either the Ives-Becker bill or pursuant to regular Federal Power Com- 
mission license. 


Question by Senator Morse: 


7. How much will the average consumer in the New York area pay for electric 
power or light under the Ives-Becker bill? 


Answer by Mr. Burton: 


We have not completed the large amount of engineering and economic research 
required for the negotiation of the marketing agreements under the New York 
plan. Intensive preliminary research indicates that domestic rates in New York 
City should be reduced under the plan by as much as 20 percent. Somewhat 
larger reductions should be possible in upstate areas. Even larger reductions 
in wholesale pooled prices to our cooperatives should be possible. These calcu- 
lations are based on informed but preliminary estimates of net power exports 
from the State and use of power for industrial purposes. Our law requires that 
industrial use shall be so arranged as to further promote lower rural and do- 
mestic rates. 


Question by Senator Morse: 


8. Is it true that the chairman of the New York Authority, testifying before 
the Federal Power Commission, asked for preference in the grant of a license 
to build and operate the power plant and facilities in the International Rapids 
section of the St. Lawrence River? 


Answer by Mr. Burton: 
I did not ask for preference in granting the State its St. Lawrence license. The 
merits of the State plan were not approached by any other applicant. The State 


does enjoy a preference under Federal law for development if its plan equals 
or betters that of another applicant. 


Question by Senator Morse: 


9. If this is true, how can the Power Authority justify the refusal to pass along 
that same preference to municipalities, cooperatives, and other consumers—the 
person in whose name the preference was claimed in the first place? 
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inswer by Mr. Burton: 

The preference accorded the State is fo; the development of power. This is 
very different from a marketing preference for a selected group of consumers. 

It should be borne in mind that municipal plants in New York provide only 1.5 

ercent of the power produced in the State. Cooperatives account only for 0.05 
percent of the power. 

In the face of the developed transmission and marketing systems of the North- 
east and the equitable provisions of the New York plan, the Federal Power Com- 
mission examiner found that the marketing preference was “contrary to the 
publie interest.” 

On the basis of your questions and the above replies, I hope that a better 
understanding of our plan is possible. 


The Cuarrman. I want to say this: We must adjourn. I was able 
to arrange this meeting through the courtesy of the acting majority 
and minority leaders. They wanted to convene the Senate a little 
earlier than 12 o’clock this morning but I told them I thought we 
would get a faster than we have. 

Senator Leaman. Will you indulge me for one-half a minute? 

Senator CapenaArt. I would like to make a statement too. 

The Cuarrman. Gentlemen, there is not going to be any further 
statement. There will be another hearing and I will announce that 
after I have talked with the majority and minor ity leaders as to what 
the plan of Congress is. But on this important legislation we have 
now before Congress it is the duty of the Members of the Senate to 
be on the floor rather than in committee. 

Governor Drewry. May I, before we adjourn, express my very 
great appreciation to you, Mr. Chairman, for your great courtesy, 
and the members of the committee. 

Senator Carenart. Mr. Chairman, will we be given an opportunity 
to reply ¢ 

The Cuatrman. Yes. There will be other hearings. I have already 
announced it. 

Senator CareHarr. You wouldn’t permit me to ask the Governor 
one question ¢ 

The Cuarmman. No. We have not permitted anybody outside of 
the committee to, and I do not think it is fair to permit one to do so 
and not others. 

The hearing is adjourned to a later date to be announced. Addi- 
tional statements may be added. 

(Whereupon, at 12 noon the hearing was adjourned subject to call 
of the Chair.) 

( Additional statements received are as follows :) 

AMERICAN PUBLIC POWER ASSOCIATION, 
Washington, D. C., July 27, 1958. 
Hon. EDWARD MARTIN, 


Senate Office Building, 
Washington 25, D. C. 


DeaR Senator Martin: The American Public Power Association, represent- 
ing over 700 local publicly owned electric systems in 38 States and Puerto Rico, 
wishes to state its opposition of H. R. 4351. This bill, which has been passed 
by the House, would have the effect of directing the Federal Power Commission 
to issue a license to five private utility companies for the redevelopment of the 
power potential at Niagara Falls. 

Because the joint hearings conducted earlier this year by the Senate and 
House Public Works Committees coincided with the dates of the annual conven- 
tion of our association, it was not possible for me to appear at those hearings 
to register our opposition to the Dondero bill. However, because of the hearings 
which the Senate Public Works Committee accorded Governor Dewey last 
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week, and because it is my understanding that other congressional witnesses 
may also be heard by your committee in connection with this legislation, I 
would like the record to show the position of our association in connection with 
the various proposals for redevelopment of the power potential at Niagara Falls. 

During the last two conventions of our association, we unanimously adopted 
the enclosed resolution in support of public development at Niagara Falls. 
This association has never taken part in the controversy as to whether such 
development should proceed under the auspices of the United States Government 
or New York State. We have declared repeatedly, however, that, irrespective 
of whether such development is undertaken by the Federal or the State Govern- 
ment, preference in the marketing of power from the project should be accorded 
public agencies and rural electric cooperatives. This is in accord with policies 
which the Congress itself established some 47 years ago and has reaffirmed on 
at least 11 subsequent occasions under both Republican and Democratic admin- 
istrations. Power rates in New York State and New England are among the 
highest in the Nation, and it is our belief that only under public development, 
with preferences being accorded nonprofit public agencies and rural electric 
cooperatives, will the people of that area receive the greatest benefits from the 
development of these invaluable natural resources. 

We therefore urge your committee to reject legislation which would turn 
over this natural resource to private companies, and act favorably on legislation 
providing for public development of Niagara Falls, with preference to local 
public agencies and rural electric cooperatives in the marketing of power from 
the project. 

Sincerely, 
ALEX RADIN. 
RESOLUTION No. 3. NIAGARA FALLS 


(Resolution adopted at American Public Power Association’s Annual 
Convention at Boston, Mass., on May 14, 1953) 


Whereas, the United States Senate on August 9, 1950, unanimously approved 
the Niagara Redevelopment Treaty with Canada to protect the scenic spectacle 
at Niagara Falls from further erosion and to permit increased use of Niagara 
waters in a new hydroelectric project with a capacity of 1,330,000 kilowatts on 
the United States side of this international stream ; and 

Whereas, the Senate also unanimously approved a reservation to the treaty 
expressly reserving the right of the United States to provide by act of Congress 
for redevelopment of the United States share of the waters of the Niagara 
River for the public use and benefit ; and 

Whereas, Canada is already proceeding with the construction of a project 
to utilize the Canadian share of the diversion from this international stream 
under which project Niagara power will be publicly developed, transmitted and 
distributed throughout the Province of Ontario: Now, therefore, be it 

Resolved: That we urge speedy enactment of legislation to provide for the 
redevelopment of Niagara Falls by appropriate public agencies to the end that 
the potential benefits which should accrue from the use of this invaluable natu- 
ral resource be made available to the ultimate consumer in accordance with the 
principles stated by this association in its declaration of Federal Power Policy, 
September 26, 1949. 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


The National Association of Manufacturers appreciates the opportunity to ex- 
press its vigorous support for the principles of 8S. 689, known as the Capehart- 
Martin-Miller bill, which would direct the Federal Power Commission to issue a 
license for the redevelopment of the Niagara River power by private enterprise. 

The issue confronting this committee is simple and clear cut, but very funda- 
mental. It is the socialization of Niagara power, either through the Federal 
Government or the State of New York versus a vote of confidence for private 
enterprise. 

Favorable consideration of the Capehart-Martin-Miller bill would represent 
a significant endorsement of free enterprise system and an important and desir- 
able setback to the creeping socialism which has been so evident in the utility 
field. 


pee 


a cat RELL PES Tr 





Ante 


Sm an eh 


NOAM Fine 


cA eR ee ot 





Ist. 





NIAGARA FALLS POWER DEVELOPMENT ol 


In the case of the Niagara development, the public power advocates cannot 

ud the issue with the contention that it involves navigation, flood control, and 
irrigation. The argument that the scenic beauty of the Niagara would be 
impaired by private development is without merit. Only power is involved. 

Development of the Niagara resources by investor-owned companies would be 
in keeping with the democratic principles of the free enterprise system as opposed 

» national controls which follow the federalization of the energy resources so 
essential to industrial undertakings of every kind and character. 

The National Association of Manufacturers through its conservation committee 
has given careful and exhaustive study to the matter of public versus private 
wwer. In the course of its deliberations it has also reviewed the various pro 
osals for the redevelopment of Niagara River power. Aside from the funda 
nental objection to public power as a further step toward socialism, it was 
impressed by the fact that five privately owned utilities in New York State 
were ready to invest approximately $400 million in the project. In addition to 
their financial capabilities, these companies have the experience and proven 
ability to immediately undertake this important development. Present American 
installations in Niagara were pioneered by private companies which have made 
a significant contribution to the development of New York State. 

There is no possible excuse for taxpayers providing capital for this develop 
ment and for underwriting the hidden deficits which inevitably result from 
Government operated business. Moreover, the taxpayer would be further penal- 
ized if Government development is approved by the loss of tax revenue. It is 
estimated that private utility companies would pay $23 million annually in 
Federal, State and local taxes. 

The money aspect is particularly important in view of the high level of Gov- 
ernment expenditure and the need for a reduced balanced budget in order to 
eliminate inflationary pressures and permit tax reductions, 

The public would gain through the private development of Niagara, but would 
lose if it is turned over to the Federal or State Government. 

It is ironie that big-government, public-power advocates should be proposing 
an extension of nationalization of the power industry in America, at the precise 
time that England has commenced the process of denationalization of its steel in- 
dustry. The people of this country on many occasions have demonstrated their 
opposition to socialistic big government. Socialism by a State government is no 
better than that by the Federal Government. 

The House of Representatives made a wise decision when it voted overwhelm- 
ingly in favor of private development of Niagara River power. It is significant 
that some labor organizations are supporting this private development. Their 
resolutions indicate that they appreciate the value of private enterprise and the 
disastrous effects of Government ownership. 

This association strongly urges favorable consideration of 8S. 689—the Cape 
hart-Martin-Miller bill. 


J 


THE LEHMAN-ROOSEVELT BILL FOR THE REDEVELOPMENT OF THE NIAGARA FALLS 


Offered by John W. Edelman, Washington representative, Textile Workers 
Union of America, on behalf of the Congress of Industrial Organizations 


The Congress of Industrial Organizations once more urges the Congress to 
boldly seize a unique opportunity to protect and save one of the greatest natural 
resources on earth—the Niagara Falls—and at no cost to the taxpayers of 
the United States. 

Year by year, the crest of the Niagara Falls has receded until natural erosion, 
unless checked, threatens the ultimate ruin of the scenic spectacle. 

Meanwhile, the tremendous outflow of Lakes Superior, Huron, Michigan and 
Erie thunders 300 feet over Niagara Falls and Rapids to Lake Ontario, largely 
unharnessed for its potential wealth of hydroelectric power. 

The Lehman-Roosevelt bill would save the scenic spectacle, stop the profligate 
waste of Niagara power, and bring direct benefits to labor, industry, agricul- 
ture and electric consumers generally, now paying excessive costs for electric 
service throughout the Northeast. 

The Lehman-Roosevelt bill provides for Federal redevelopment of the Niagara, 
by the construction of control works to protect the crest of the falls, and by 
the construction of power works to create more than 1,300,000 kilowatts of new 
hydroelectric power capacity. 
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The Army engineers have estimated that this project would produce an annua! 
average of about 8 billion kilowatt-hours of energy a year, yielding revenucs 
of over $58 million a year, or net revenues of $41 million a year over and 
above all annual charges. These estimates, supported by all interested agencies 
of the Government at Senate and House hearings in the 82d Congress clearly 
indicate that the entire Niagara redevelopment would pay for itself out of 
power revenues within 10 or 12 years after completion of the project. 

Yet, the “economy minded” coalition in the 82d Congress refused to permit 
the membership of either branch even to vote on the merits of the Lehman- 
Roosevelt bill. House and Senate committee hearings were completed on this 
bill in August 1951. The need for Niagara power, for the benefit of consumers 
in the Northeast and for the direct aid of the defense program in a power 
shortage area, was shown by overwhelming proof and, in fact, conceded on the 
record. 

In the meantime, a vicious propaganda has been unloosed by private power 
companies in magazines, press, and on the radio against Federal redevelopment 
of Niagara Falls under the Lehman-Roosevelt bill. This propaganda has de- 
manded that Niagara power be turned over to private power companies in New 
York State for private development and private profit, as provided by the 
Capehart-Miller bill. A third measure, the Ives-Cole bill, was introduced on 
the eve of Senate hearings in August 1951 to turn the project over to the 
New York State Power Authority. This agency is committed on the record 
at congressional hearings to the sale of Niagara power at the bus bar to the 
utilities, without preferences to municipalities, REA cooperatives and other 
wholesale customers in the Northeast. 

Senator Aiken of Vermont rightly condemned the drive of the power com- 
panies to take over Niagara Falls in his speech at the Electric Consumers Con- 
ference at Washington in May 1952. At the same conference Senator Aiken 
recalled his prophecy on the floor of the Senate on February 9, 1948, when he 
warned that the utilities would continue to fight public development of the St. 
Lawrence until they could get control of Niagara power. 

“If they succeed in doing so,” said Senator Aiken, “it will be the biggest steal 
of natural resources ever put over on the people of this country.” 

Again on the floor of the Senate on June 17, 1952, Senator Aiken said: 

“* * * The power companies got the idea that if they could stall off this 
project (the St. Lawrence seaway and power project), they could grab the St. 
Lawrence and the Niagara for themselves. That is what they are working on 
today. I made the prediction 3 or 4 years ago on this floor that the power inter- 
ests would undertake to steal Niagara Falls. My prediction has come true to 
an alarming degree, for that is what they are doing today.” 

While the Lehman-Roosevelt bill is being held up, the Dominion of Canada is 
going steadily forward with the development of the Canadian share of Niagara 
power. Both countries agreed in the Niagara Treaty of February 27, 1950, that 
increased amounts of water might be diverted on either side of the river for 
power purposes. Canada starting digging in 1950 and will have more than 
500,000 kilowatts of new capacity installed before 1955. 

The CIO takes this occasion to restate with every possible emphasis its posi- 
tion that the badly named “preference” policy set forth in the Flood Control Act, 
which had its origin in the Reclamation Act of 1906, be applied in the case of the 
Niagara project as in all others. We use the phrase badly named as applied 
to the preference clause simply because what this does is to give first availability 
to the nonprofit groups but actually gives no preference as to cost. We vigorously 
oppose permitting the Power Authority of New York State to distribute the 
current generated at Niagara unless it makes the most absolute binding com- 
mitment as to this “preference” policy’ We wish to fully endorse and approve 
the position taken on this point by the National Rural Co-operative Association 
in the testimony in support of the Lehman-Roosevelt bill given by Mr. Clyde Bilis 
before the committee on May 15. The policy of CIO coincides with that of the 
NRECA on this all important issue of the transmission of electric power which 
has been generated at publicly owned dams. 

CIO further urges and insists that Congress shall very clearly and specifically 
require whatever agency, either the Power Authority of New York or any other, 
who will operate this project be obliged to deal in good faith with any duly 
designated union of its employees. Further, the Congress shall spell out the 
authority of the operating agency to enter into a written contract with the rep- 
resentatives of the employees concerning terms and conditions of work. 
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in view of the very definite declaration of public policy in the preamble of the 

abor-Management Relations Act of 1947 as to the rights of labor to organize 

nd the duties of employers to bargain with unions, Congress should make 
quite certain that these policies are adhered to by agencies brought into being 
by the Congress. The opponents of certain public-power projects and especially 
the private corporations seeking to obtain a license to build the powerplant on 
the Niagara have cleverly exploited the arguments offered by two unions against 
public power projects in general. These two unions, one CIO and one A. F. of L., 
whose members are employed in the electric utility industry, have pointed out 
the difficulties they have had in attempting to deal with certain public power 
igencies and with a few scattered co-operatives. Apparently their particular 
riticisms of the labor policy of these bodies are well founded. It does not 
follow however, that the overall and long established policy of permitting the 
erection of public transmission lines from publicly owned generating sites so as 
to enable farmer co-operatives to obtain electricity at the lowest possible cost 
s mistaken. Indeed it is against the best interests of these utility employees’ 
ions to permit themselves to be used to obstruct the development of projects 
vhose purpose is to increase the supply and decrease the cost of electricity. 
Labor in the United States has been forced to learn that as a general rule in- 
lustry expands only in areas where electricity is plentiful and the cost com- 
paratively low. Men who work for private corporations supplying electricity 
face loss of jobs just like textile or other workers do when industry leaves a 
ziven locality because it can operate more cheaply elsewhere. At a recent 
power conference in Washington, Mr. Paul Phillips, president of the International 
Brotherhood of Paper Makers, A. F. of L., told of widespread unemployment 
imong the paper makers in the mills in New York and New England. Mr. 
Phillips said, in part: 

“Many of the paper mills in these sections are completely idle or running 
short time, because the paper they used to produce is now being made in the 
South, the Northwest and in Canada. One of the principal reasons for this is 
the low cost of power in the other areas, because papermaking requires plentiful 
supply of power, trees and water. 

“Power costs in New York and New England are considerably higher than 
in those other regions where the Government has built huge hydroelectric 
projects. They are almost twice as high as in the TVA area, and more than 
double the costs in the Northwest and Canada. 

“In addition to production of power, these huge projects conserve the trees 
and the water. We can’t have one without the other, and both are essential to 
papermaking. The United States Forestry Service has done an excellent job 
of forest conservation, while the Water and Power Division has not only sup- 
plied cheap power but has also give the forests the water they must have. The 
result has been a shifting of the centers of paper production. 

“Labor costs have not been the deciding factor, though this may contradict 
some popular notions. These three areas I have mentioned all have good wage 
rates; though, I should add for the benefit of any employers present, we have 
not yet achieved perfection. Paper mill rates on the west coast are more than 
50 percent above those of New England. Canadian paper mill rates equal those 
of New England, and the paper industry is the highest paid industry in Canada. 
Southern rates are higher than New England, and higher than the natioinal 
average for the paper industry. 

In his testimony before the Joint Senate-House Public Works Committee, 
Representative Roosevelt brought out that a whopping subsidy is being paid 
by the people of the United States to the private utility companies in New York 
State in order to obtain needed supplies of aluminum from the ALCOA plant 
at Massena. When CIO originally testified back in 1951 on the earlier legisla- 
tion dealing with this subject, we too touched on this question of what power 
costs meant in relation to the costs of producing aluminum, vital to our national 
defense. At that time we introduced a chart issued by the Defense Power Ad- 
ministration and the Bonneville Power Administration showing that an increase 
in each mill in the cost of electricity means an added 1 cent per pound in the 
cost of pig aluminum. . 

The same chart showed that while ALCOA was paying 7.5 to 8.0 mills per 
kilowatt-hour for firm power from steam plants at Massena, N. Y., 3 big alumi- 
num companies in the Pacific Northwest were paying 2.0 mills per killowatt- 
hour for energy purchased from the hydrofacilities operated at the Bonneville 
Dams. None of the witnesses before this committee have spelled out the fact 
that the workers who make aluminum at Massena would most certainly have 
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no jobs in view of the high cost their employer must pay for electricity were 
it not for the fact that the national emergency makes it imperative that a 
subsidy be paid to obtain this production. The point we are trying to make 
here is that employment in the area to be served by the Niagara project is 
threatened by high power costs and that the people who work for the com- 
panies which sell electricity have just as much at stake as the rest of the 
community in seeing to it that a considerable supply of lower cost current is 
made available in the very near future. In arguing for the need of more and 
cheaper power, we are, however, not attempting to imply that the issue of the 
rights of workers employed by public power agencies shall in any way be sub- 
ordinated to broader needs of the community as a whole. It must become a 
firm and settled policy or requirement that whenever Federal funds, or credit, 
are used to construct or operate a facility that the labor policy be determined 
at the time the decision is made that the job be started. 

Finally, we wish to report to the Congress that the national CIO finds that 
its affliated unions with considerable membership in upper New York State and 
surrounding areas are actively supporting this legislation and earnestly desire 
that the project be built and its benefits be made available. We make this state- 
ment in answer to assertions or insinuations that there is a feeling among the 
ordinary men and ciitzens in the region that this priceless natural resource be 
given away to a corporation operating for private profit. It is true that some 
people have been confused by the propaganda of the power companies. But the 
number that understand the facts are much greater. Indeed there is a great 
deal of resentment discernible among the local public against the efforts of 
the utilities to distort the facts and confuse the issue at stake. We most 
emphatically are not voicing a minority viewpoint when urging prompt enact- 
ment of the Lehman-Roosevelt bill. 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington D.C., May 14, 1953 
Hon. EDWARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D.C. 

My DrAr Mr. CHAIRMAN: This will acknowledge the receipt of your letter of 
February 6, 1953, requesting the comments of the Bureau of the Budget on 
S. 689, a bill to preserve the scenic beauty of the Niagara Falls and River, to 
authorize the construction of certain works of improvement on that river for 
power purposes, and to further the interests of national security by authorizing 
the prompt development of such works of improvement for power purposes. 

S. 689 would provide for the Federal Power Commission to issue, as soon as 
practicable, to a citizen, to citizens, or to a corporation, a license for prosecuting 
works of improvement for redevelopment of the Niagara River in substantial 
accordance with the 1949 report of the Federal Power Commission’s Bureau 
of Power. The bill also requires the Commission to give preference to the ap- 
plicant most able to commence construction and put the project into operation 
promntly. Further provisions would: 

1. Permit a Federal or New York State agency to take over the project on or 
after 1971 upon payment to the licensee of its net investment cost as defined in 
the Federal Power Act; 

2. Require a preference, in power disposition, for governmental installations 
and industries needing power to produce materials essential to national security ; 

3. Require the licensee to pay to the United States the cost of construction of 
the remedial works: 

4. Give the Federal Power Commission authority, upon complaint by any in- 
terested State and after notice and hearing to require equitable apportionment 
of power among States within economic transmission ; and 

5. Authorize the Commission to require modifications of the project in ac- 
cordance with the provisions of the Federal Power Act. 

Congressional action appears to be necesse~y be” re anv redevelopment of the 
Niagara River can be initiated to use the United States share of the waters 
of the Niagara River made available bv the 1950 treaty between the United 
States and Canada. The resolution of the Senate, of August 9, 1950, granting 
consent to the treaty between the United States and Canada, specifies that no 
proiect for the redevelopment of the United States’ share shall be undertaken 
until it be specifically authorized by act of Congress. 
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The major import of 8S. 689 is to require the Federal Power Commission to 
grant a license to a citizen, to citizens, or to a corporation for the redevelopment 
of the Niagara River. This would appear to exclude from the Commission’s 
onsideration any application by a State instrumentality. 

The Bureau believes that the Congress will wish to give careful considera- 
ion to all of the probable applicants interested in redeveloping the Niagara 
River so as to permit the development which will best serve the public interest. 

he following comments on specific provisions of 8S. 689 may be of help to 
he committee : 

1. Section 3 (b) contains a requirement that, in the disposition of power, 
preference shall be given to directions from the Department of Defense for 
supplying power to Government installations or to industries requiring power 
to produce materials essential to the national security. We would question 
whether the provision is sufficiently explicit as to give the Federal Power Com- 
mission adequate guidelines. It would be difficult, at best, to single out for 
preference the power requirements of all of the many materials needed for the 
national security, since the term “national security” is very broad and neces- 
sarily varies from time to time as to the materials which would be required. 

2. With further reference to section 3 (b), we believe that the committee 
will wish to give careful consideration to the desirability of singling out this 
particular project in the application of such a preference requirement. In any 
event, if such a provision should be included, it is believed that the Department 
of Defense is not necessarily the appropriate ageney for making such determina- 
tion, and we would suggest that if some such provision is adopted, the authority 
might better be placed in the President for appropriate delegation consistent 
with the organizational location of related activities within the executive 
branch. 

3. We wish to express our endorsement of the requirement, as contained in 
section 3 (c), that the licensee pay to the United States the cost of construc- 
tion of the remedial works to be constructed. 

Sincerely yours, 
Jos. M. Doper, Director. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., May 22, 1953. 
Hon. EDWARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 

DeAR Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to S. 689, 83d 
Congress, a bill to preserve the scenic beauty of the Niagara Falls and River, to 
authorize the construction of certain works of improvement on that river for 
power purposes, and to further the interests of national security by authorizing 
the prompt development of such works of improvement for power purposes. The 
Secretary of Defense has delegated to the Department of the Army the respon- 
sibility for expressing the views of the Department of Defense thereon. 

The Department of the Army on behalf of the Department of Defense has con- 
sidered the above-mentioned bill. 

The bill declares that Congress finds that the United States is obligated to 
preserve and enhance the scenic beauty of the Niagara Falls and River and that 
it is necessary in the furtherance of the national securty that the share of the 
waters of the Niagara River available for power purposes under the treaty be- 
tween the United States and Canada signed February 27, 1950, be utilized 
promptly. The bill declares the policy of the Congress to be to assure the develop- 
ment of low cost electric power under the private enterprise system. It author- 
izes the Federal Power Commission to issue to citizens, an association of citi- 
zens or to a corporation a license for the purpose of prosecuting works of improve- 
ment for redevelopment of the Niagara River in substantial accordance with 
the project plans outlined in the report of the Bureau of Power of the Federal 
Power Commission dated September 28, 1949, subject to such modifications as 
the Commission may deem advisable. The bill provides further that the United 
States or the State of New York may after March 2, 1971, take over and operate 
the project upon payment to the licensee of its net investment. The bill provides 
also that the licensee shall pay to the United States the United States share of 
the cost of construction of the remedial works to be undertaken in accordance 
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with article II of the treaty above referred to whenever such remedial works ar: 
constructed by the United States. 

On August 9, 1950, the Senate ratified the aforesaid treaty of February 27, 
950, with the following reservation: 

“The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provisions 
of the treaty, and no project for redevelopment of the United States share of 
such waters shall be undertaken until it be specifically authorized by act of 
Congress.” 

The treaty makes additional water available for generation at the falls by 
both countries. That additional water, combined with the potential head in 
excess of 300 feet, constitutes a tremendous additional power resource. Canada, 
through the Hydroelectric Power Commission of Ontario, already has construc- 
tion in an advanced stage of new facilities to develop Canada’s share of the 
increased power, Under article VIII of the treaty Canada may use our added 
share of the diversion of water for power purposes until such time as we provide 
facilities to utilize that flow. Accordingly, the Department favors the early 
accomplishment of a project to develop the United States share of the power 
diversion. 

Among other things, the 1950 treaty expresses the primary obligation of the 
two Governments to preserve and enhance the scenic beauty of the Niagara Falls 
and River ; indicates the minimum flows that must be passed over the falls; and 
provides for the International Joint Commission to submit for approval of the 
two Governments recommendations as to the nature and design of remedial 
works deemed necessary to produce an unbroken crestline on the falls. The 
International Joint Commission in turn has established an International Engin- 
eering Board, including a representative of the Corps of Engineers, to accomplish 
the necessary engineering studies, model tests, and designs for such remedial 
works. The report of the Enginering Board has been completed and submitted to 
the International Joint Commission. It is expected that the Commission will 
submit its recommendations to the two Governments in the near future. 

By resolution adopted June 5, 1951, the Senate Public Works Committee called 
upon the Corps of Engineers to review previous Niagara River reports with a 
view to determining the most feasible general plans for utilization of the waters 
apportioned to the United States for power development at this locality, con- 
sistent with the provisions of the 1950 treaty, and the effect of such developments 
upon the Federal navigation projects in that area. The report of the district and 
division engineers has been submitted to the Chief of Engineers and is now before 
the Board of Engineers for Rivers and Harbors. 

In response to resolutions of the House Public Works Committee adopted 
March 26, 1952, and June 26, 1952, the Corps of Engineers is making a coordi- 
nated study of the Great Lakes water levels with a view to determining the 
advisability of local flood protection measures and the feasibility of a plan of 
regulation of the level of the Great Lakes that will best serve all interests, 
including the reduction of damage to shore properties, the use of the Great 
Lakes for navigation, and the use of the storage and outflows from the Great 
Lakes for power development. 

The power potential at Niagara Falls is very great, and it is important to the 
public interest that the power development fully utilize this potential. The 
initial development must therefore include adequate provisions for later enlarge- 
ment, particularly to take account of possible future regulation of Lake Erie 
and the upper Great Lakes. The studies now in progress by the Corps of 
Engineers and further investigations by the Federal Power Commission and the 
Corps of Engineers will determine more exactly how the power development 
should be made. 

The Department of the Army does not object to non-Federal power develop- 
ment at Niagara Falls provided that it is accomplished in accordance with the 
best plan for the use of the power potential and that the scenic beauty of 
Niagara Falls is properly protected. The protection of the scenic beauty is pro- 
vided for in the 1950 treaty and in the bill S. 689. To assure the best develop- 
ment for power it is recommended that section 2 of the bill be amended to 
require that the license provide for power development in accordance with 
plans contained in the 1949 report of the Bureau of Power of the Federal Power 
Commission and subsequent plans that heretofore and hereafter may be made 
by the Corps of Engineers and Federal Power Commission. 
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Chis report has been coordinated among the Departments and Boards of the 
Department of Defense in accordance with procedures prescribed by the Sec- 
retary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army. 


FEDERAL POWER COMMISSION, 
Washington, May 5, 1953. 
Hon. EDWARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D.C. 

DEAR MR. CHAIRMAN: In response to your request there are enclosed three 
copies of the report of the Federal Power Commission on the bill 8S. 689, 83d 
Congress, to preserve the scenic beauty of the Niagara Falls and River, to 
authorize the construction of certain works of improvement on that river for 
power purposes, and to further the interests of national security by authorizing 
the prompt development of such works of improvement for power purposes. 

We have just been advised that there is no objection by the Bureau of the 
Budget to the presentation of this report to the Committee on Public Works. 

Sincerely yours, 
Tuomas C. BUCHANAN, Chairman. 


FEDERAL POWER COMMISSION Report ON S. 689, 83p CoNGRESS 


4 BILL To preserve the scenic beauty of the Niagara Falls and River, to authorize the 
construction of certain works of improvement on that river for power purposes, and to 
further the interests of national security by authorizing the prompt development of such 
works of improvement for power purposes 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the inter- 
national boundary without injury to the scenic beauty of the falls. The Niagara 
treaty under which this redevelopment may be undertaken was ratified on August 
9, 1950. Canada immediately started work to utilize the additional diversion 
permitted on the Canadian side and will complete her facilities before facili- 
ties can be constructed on the United States side, so that she may use tem- 
porarily part of the diversion authorized for the United States. 

It is expected that generating capacity of 1,695,000 kilowatts can be installed 
on the United States side with an average annual output of approximately 
11.6 billion kilowatt-hours. By comparison, the ultimate installed capacity 
of the Boulder project is 1,327,500 kilowatts with an average annual output 
of 5.3 billion kilowatt-hours. At Grand Coulee the ultimate capacity is 
1,944,000 kilowatts with an average annual output of 12.5 billion kilowatt- 
hours. And on the St. Lawrence there will be about 940,000 kilowatts on the 
United States side with an average annual output of 6.3 billion kilowatt-hours. 

The continued failure to utilize the additional diversion permitted at Niagara 
Falls is having and inevitably must have profound economic effects in thee 
market area. While the power supply is reasonably ample at the present 
time, new power capacity must be installed to meet anticipated increases in 
the power loads which are the result of economic growth. Among other things, 
heavy industries which require low-cost power in order to operate successfully 
cannot expand in that area until the redevelopment is made, and there are no 
other areas in the country where such a substantial block of low-cost power 
can be produced. 

Under the threat of a redevelopment at Niagara Falls, no company would be 
justified in constructing steam-electric generating facilities of anything like 
comparable capacity in order to meet what should be the increasing loads of 
the area. Consequently, there is and will continue to be steady deterioration 
in the power supply situation in this area, with a concomitant restriction of 
industrial growth until steps are taken to utilize this large diversion and to 
produce this substantial block of power which can be developed at- very low 
cost per kilowatt-hour. It is neither good business nor in the public interest 
to continue to waste these water-power resources. The basic purpose of the 
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bill to authorize the redevelopment under the safeguards of the Federal Power 
Act is sound. 

However, the bill provides that the redevelopment shall be made by private 
enterprise, and of course one of the purposes of the Federal Power Act is to 
enable private companies and others to develop waterpower resources with 
full protection both to the investors and to the general public. Nevertheless, 
the Federal Power Act also affords to States and municipalities full opportunity 
to utilize waterpower resources and requires the Commission to determine 
what proposals for development are best adapted to comprehensive plans for 
the widest public benefit. If the State or municipal plans for a particular 
development are deemed by the Commission to be better than or equally as well 
adapted as the plans of a privately owned company to conserve and utilize such 
resources in the public interest, the act gives a preference to such public 
agencies in the issuance of a license. 

The bill S. 689 therefore would constitute a deviation from this general policy 
of complete analysis which has been in effect since 1920, and would preclude 
the consideration of all of the factors which should be considered and would 
otherwise be considered under the Federal Power Act. Furthermore, in post- 
poning the possibility of any State acquisition and operation of the project 
until after March 2, 1971, the bill would neither give to any private developer 
the 50-year license period authorized under the Federal Power Act, nor enable 
a State or municipal agency to construct the project initially if the State so 
desired. 

The Legislature of the State of New York has already declared its interest 
in the development of the Niagara River. It has expressly amended the laws 
creating the Power Authority of the State of New York to provide for State 
development of the additional diversion at Niagara Falls if Congress should 
open the way to non-Federal use of that diversion. The privately-owned utili- 
ties which are seeking authority to undertake this project have also made plans 
for construction of this project and the distribution of the power which can 
be generated. However, until all feasible plans have been thoroughly studied, 
it would not seem to be possible to determine which plan of development would 
be most fully in the public interest. Anything less, of course, would not seem 
to be supportable. 

Accordingly, the Commission recommends early enactment of legislation 
which will provide for full use of these waterpower resources, but also recom- 
mends that if non-Federal development is to be permitted under the Federal 
Power Act the policies of that statute be followed by permitting the issuance 
of a license to a State or municipal agency or to a privately owned company, 
whichever presents plans found to be for the widest public benefit. 

FEDERAL POWER COMMISSION, 
By Tuomas ©. BUCHANAN, Chairman. 


UNitep STATES DEPARTMENT OF THE INTERIOR, 
May 138, 1958. 


Hon. EDWARD MARTIN, 
° Chairman, Committee on Public Works, 
United States Senate. 


My Dear Senator Martin: This is in response to your request for the views 
of this Department on S. 689, a bill to preserve the scenic beauty of the Niagara 
Falls and River, to authorize the construction of certain works of improvement 
on that river for power purposes, and to further the interests of national security 
by authorizing the prompt development of such works of improvement for power 
purposes. 

This Department agrees with the findings proposed in the bill that the United 
States should preserve and enhance the scenic beauty of the Niagara Falls and 
the Niagara River; also, that the waterpower resources of the Niagara River 
should be developed in accordance with the treaty between the United States 
and Canada, ratified on August 9, 1950, and that the low-cost power available 
from the developments on the Niagara should be utilized to meet the expanded 
demands of the Department of Defense upon the electrometallurgical, electro- 
chemical, and other industries in the vicinity of the Niagara Falls. 

Since it is not now contemplated that the redevelopment of the Niagara is 
to be undertaken by the Department of the Interior, and since no interests of 
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this Department will be affected, we express no views on the other features 

f this bill. 

Since Niagara Falls is situated in a New York State Park (the Niagara 
Reservation) and since it appears that this proposed legislation may affect 
that park and perhaps have some influence upon park or parkway developments 

ong the Niagara River, we recommend that your committee, in considering 
this matter, obtain the views of the Conservation Department of the State of 
New York. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
issistant Secretary of the Interior. 


DEPARTMENT OF STATE, 
Washington, May 13, 1953. 


Hon. EDWARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 

My Drar SENATOR MARTIN: Reference is made to your letter dated February 
6, 1953, and the reply of this Department dated February 11, 1953, concerning 
your desire to receive the suggestions of this Department regarding the merits 
ind propriety of the passage of S. 689, to preserve the scenic beauty of the 
Niagara Falls and River, to authorize the construction of certain works of 
improvement on that river for power purposes, and to further the interests 
of national security by authorizing the prompt development of such works of 
improvement for power purposes. 

It is desired to suggest a formal amendment to the bill. It is noted that on 
page 2, lines 5 and 6, it is stated that the treaty between the United States of 
America and Canada, dated February 27, 1950, was “ratified by the Senate 
of the United States on August 9, 1950.” Article II, section 2, of the Constitu- 
tion of the United States provides that treaties may be made “by and ‘with 
the advice and consent of the Senate.” The language used in the bill is not 
in accord with this provision or with the facts, since the treaty was ratified by 
the President on August 24, 1950. It is the usual practice to give the date on 
which a treaty was signed, but to omit the date on which it received the advice 
and consent of the Senate of the United States to its ratification or on which 
subsequent action was taken thereon. The treaty came into force on October 
10, 1950, upon the exchange of ratifications thereof at Ottawa, Canada. In the 
circumstances, it is suggested that in line 4 on page 2 of the bill, the word 
“dated” be changed to “signed on”, and that in lines 5 and 6 on that page the 
words “and ratified by the Senate of the United States on August 9, 1950”, 
be stricken out. 

It is observed that section 3 (c) of the bill refers to the cost of the construc- 
tion of the remedial works to be undertaken in accordance with article II of 
this treaty. For convenience of reference, this article is quoted : 

“The United States of America and Canada agree to complete in accordance 
with the objectives envisaged in the final report submitted to the United States 
of America and Canada on December 11, 1929, by the Special International 
Niagara Board,’ the remedial works which are necessary to enhance the beauty 
of the falls by distributing the waters so as to produce an unbroken crestline on 
the falls. The United States of America and Canada shall request the Inter- 
national Joint Commission to make recommendations as to the nature and 
design of such remedial works and the allocation of the task of construction as 
between the United States of America and Canada. Upon approval by the 
United States of America and Canada of such recommendations the construc- 
tion shall be undertaken pursuant thereto under the supervision of the Inter- 
national Joint Commission and shall be completed within 4 years after the date 
upon which the United States of America and Canada shall have approved the 
said recommendations. The total cost of the works shall be divided equally 
between the United States of America and Canada.” 

On October 10, 1950 the Governments of the United States and Canada, in 
compliance with article II, sent a reference to the International Joint Commis- 
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sion, requesting the Commission to make recommendations to the two Govern- 
ments concerning remedial works in accordance with the provisions of this 
article of the treaty. The Commission has established an International Niagara 
Falls Engineering Board composed of engineers from the United States and 
Canada, and arrangements have been made with the Corps of Engineers, as a 
result of which a model of Niagara Falls and of the Niagara River in the vicinity 
of the falls has been constructed in connection with the preparation of plans 
for construction of the remedial works. 

Funds in the sum of $450,000, “to remain available until expended,” were ap- 
propriated “for engineering and economic investigations, pending authorization 
for power purposes of the waters of the Niagara River, allocated to the United 
States” under this treaty (Third Supplemental Appropriation Act, 1951, ap- 
proved June 2, 1951). An additional appropriation of $100,000 in connection 
with this project was contained in the “Civil Functions Appropriations Act, 
1953,” approved July 11, 1952 (ch. 669, Public Law 504, 82d Cong.). 

With respect to provisions of the bill relating to construction of the project 
by citizens of the United States or any association of such citizens or by a cor- 
poration organized under the laws of any State to construct the power project, 
it is believed that a Federal agency should exercise supervision over the con- 
struction and operation of the power project to give assurance that the con- 
struction and operation of the project will be in accordance with the provisions 
of this treaty and the plans for the construction of works for the preservation 
of the scenic beauty of the falls. 

Reference is also made to the following statement of President Truman in his 
message of May 2, 1950, submitting this treaty to the Senate, with regard to leg- 
islation concerning the method of developing the additional power made ayail- 
able under the treaty : 

“It would not be appropriate either for this country or for Canada to require 
that an international agreement between them contain the solution of what is 
entirely a domestic problem. All this treaty does is to make additional water 
legally available for power purposes in each of the two countries. This is a 
step which must be taken in the interest of the United States. It is one which 
should be left separate from the steps which must be taken in this country in 
order to convert this water into additional power.” 

The Senate of the United States by the resolution of August 9, 1950, gave 
its advice and consent to the ratification of the treaty with the following res- 
ervation: 

“The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provi- 
sions of the treaty, and no project for redevelopment of the United States share 
of such waters shall be undertaken until it be specifically authorized by act of 
Congress.” 

The Department therefore does not undertake to comment on those portions 
of 8S. 689 which relate to the agency that may be authorized to construct and 
operate the power project, as that is considered to be a matter of domestic 
national policy. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
THRUSTON B. Morton, 
Assistant Secretary 
(For the Acting Secretary of State). 


EXECUTIVE OFFICE OF THE PRESIDENT. 
BUREAU OF THE BUDGET, 


Washington 25, D. C., June 24, 1958. 
Hon. EpwAarD MARTIN, 


Chairman, Committee on Public Works, 
United States Senate, Senate Office Building, 
Washington 25, D. C. 

My Dear Mr. CHAIRMAN: This will acknowledge your letters of May 8 and 
26, 1953, requesting the comments of this Bureau on S. 1851 and S. 1971, bills 
referred to as Niagara Redevelopment Act. 

S. 1971 would provide for the redevelopment of the Niagara River by the 
Power Authority of the State of New York. S. 1851 would provide for the 
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i redevelopment to be done by the Department of the Army on behalf of the Fed- 
4 eral Government with the prospect of eventual transfer of the works to the 
state of New York. 5S. 689, on which this Bureau submitted a report to your 
j committee May 14, 1953, would provide for development by a private individual 
” r corporation. 

In order that this country may stop the present waste of the huge additional 
\ power potential of the Niagara River, legislative action is necessary. The reso- 
ition of the Senate, of August 9, 1950, granting consent to the treaty between 
the United States and Canada, specifies that no project for the redevelopment 
the United States share shall be undertaken until it is specifically authorized 
by act of Congress. As noted above, bills embodying three different proposals 
1r redevelopment are before your committee. In the absence of the above-noted 
reservation by the Senate, the study of the relative merits of these proposals 
for development would have been a problem for the Federal Power Commis- 
on to decide in accordance with the general policies laid down in the Fed- 
eral Power Act. That act specifically provides for a complete analysis by the 
Commission and requires the Commission to decide what proposals for devel- 
pment are best adapted to comprehensive plans, giving a preference to State 

nd municipal agencies. 

As the Federal Power Commission states in reports submitted or proposed 

be presented to your committee on the bills under consideration, S. 689 and 
S. 1971 would constitute deviations from the general policy of complete analysis 
which has been in effect since 1920 and would preclude the consideration of ali 

the factors which should be considered and would otherwise be considered 
under the Federal Power Act. The Commission also calls attention, in the case 

f S. 1851, to a departure from present policies applicable to non-Federal con- 
struction and operation of hydroelectric projects, i. e., special conditions re- 
ating to preferential sales of power. 

We believe, with the Federal Power Commission, that continued failure to 
utilize the additional diversion permitted at Niagara Falls will have profound 
economic effects in the area. A decision which will permit the best develop 
ment of this resource is clearly called for. The President in his address on the 
State of the Union stated, in his discussion of conservation, that: 

“* * * The best natural resources program for America will not result from 
exclusive dependence on Federal bureaucracy. It will involve a partnership 
of the States and local communities, private citizens, and the Federal Govern- 
ment, all working together. This combined effort will advance the development 
of the great river valleys of our Nation and the power that they can 
generate. * * *” 

Since the relative merits of the differing proposals for such a large develop- 
ment are necessarily complex, it is the view of this office that a complete analy- 
sis is essential and can best be accomplished by removing the existing barrier 
to the consideration by the Federal Power Commission under the Federal 
Power Act of proposals for redevelopment. Accordingly, the Bureau of the 
Budget would recommend that the committee approve, in lieu of S. 689, S. 1851, 
and S. 1971, legislation permitting the Federal Power Commission to so proceed. 

\ copy of this letter is being furnished to Chairman Dondero of the House 
Committee on Public Works. 

Sincerely yours, 
ROWLAND R. HuGuHes, Assistant Director. 





DEPARTMENT OF THE ARMY, 
June 30, 1958. 
Hon. EpWARD MARTIN, 
Chairman, Committee on Public Works, 
i United States Senate. 

Dear Mr. CHAtRMAN: Reference is made to your request for the views of the 
Department of the Army with respect to S. 1851, 83d Congress, a bill to preserve 
the scenic beauty of Niagara Falls and River and to authorize the construction 
of certain public works on that river for power and other purposes, to promote 
the national defense, and for other purposes. 

The Department of the Army has considered the above-mentioned bill. The 
bill declares the policy of the United States to be that the share of the waters 
of Niagara River available to the United States for power purposes under the 
treaty between the United States and Canada, dated February 27, 1950, shall 
be used to develope power in the public interest by a public agency. It author- 
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izes the construction, under the direction of the Secretary of the Army and the 
supervision of the Chief of Enginers, of works of improvement for redevelop- 
ment of the Niagara River in substantial accordance with the power plans 
outlined in the report of the Bureau of Power of the Federal Power Commission, 
dated September 28, 1949, subject to such modifications as may be found advis- 
able by the Secretary of the Army upon investigation and recommendations by 
the Chief of Engineers and the Federal Power Commission, and after consulta- 
tion with the Governors of New York and other interested States and with other 
interested Federal agencies. The bill provides that the construction of remedial 
works to preserve the scenic beauty of the falls will be undertaken only after 
the recommendation of the International Joint Commission has been approved 
by the Governments of the United States and Canada as contemplated by article 
II of the treaty. The bill would authorize the President to transfer the power 
facilities of the project to such public agency of the State of New York as 
its Government may designate provided an agreement between the United States 
and the State of New York for this purpose shall have been approved by the 
Congress and by the legislature of the State. 

On August 9, 1950, the Senate ratified the aforesaid treaty of February 27, 
1950, with the following reservation : 

“The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States’ share of the waters of the Niagara River made available by the pro- 
visions of the treaty, and no project for redevelopment of the United States’ 
share of such waters shall be undertaken until it be specifically authorized 
by act of Congress.” 

The treaty makes additional water available for generation at the falls by 
both countries. That additional water, combined with the potential head in 
excess of 300 feet, constitutes a tremendous additional low-cost power resource. 
Canada, through the Hyro-Electric Power Commission of Ontario, already has 
construction in an advanced stage of new facilities to develop Canada’s share 
of the increased power. Market demand in both countries is such that the 
additional low-cost power generation will be readily absorbed. Under article 
VIII of the treaty Canada may use our added share of the diversion of water 
for power purposes until such time as we provide facilities to utilize that flow. 
Accordingly, the Department favors the early accomplishment of a project 
to develop the United States’ share of the power diversion. 

Among other things, the 1950 treaty expresses the primary obligation of the 
two Governments to preserve and enhance the scenic beauty of the Niagara 
Falls and River; indicates the minimum flows that must be passed over the 
falls; and provides for the International Joint Commission to submit for ap- 
proval of the two Governments recommendations as to the nature and design 
of remedial works deemed necessary to produce an unbroken crestline on the 
falls. The International Joint Commission in turn established an International 
Engineering Board, including a representative of the Corps of Engineers, to 
accomplish the necessary engineering studies, model tests, and designs for such 
remedial works. The report of the Engineering Board was completed and sub- 
mitted to the International Joint Commission in May 1953. The Commission’s 
recommendations are now under consideration by the two Governments. 

By resolution adopted June 5, 1951, the Senate Public Works Committee called 
upon the Corps of Engineers to review previous Niagara River reports with a 
view to determining the most feasible general plans for utilization of the waters 
apportioned to the United States for power development at this locality, con- 
sistent with the provisions of the 1950 treaty, and the effect of such develop- 
ments upon the Federal navigation projects in that area. The report of the 
district and division engineers-has been submitted to the Chief of Engineers and 
is now before the Board of Engineers for Rivers and Harbors. 

In response to resolutions of the House Public Works Committee adopted 
March 26, 1952, and June 26, 1952, the Corps of Engineers is making a coordi- 
nated study of the Great Lakes water levels with a view to determining the 
advisability of local flood protection measures and the feasibility of a plan of 
regulation of the levels of the Great Lakes that will best serve all interests, 
including the reduction of damage to shore properties, the use of the Great 
Lakes for navigation, and the use of the storage and outflows from the Great 
Lakes for power development. 

The power potential at Niagara Falls is very great and it is important in the 
publie interest that any development thereof fully utilize the power potential 
and safeguard other water uses. Specifically, the development should be under- 
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a tuken in such a manner as to preserve and enhance the scenic spectacle at 
Niagara Falls; safeguard the needs of present and future navigation; utilize 

y the existing power potential, and make provision for future utilization of 

§ he additional power that would result from improvement of flow through pos 
ble future regulation of Lake Erie and the upper Great Lakes. The studies 

eady completed and in progress indicate the general nature of plans and 
visions necessary for initial redevelopment of Niagara Falls. Additional 
estigations and studies to be made by the Federal Power Commission and 

Corps of Engineers will provide the definite basis for ultimate development. 

‘ As indicated in the foregoing, the Department of the Army favors redevelop- 
ent of Niagara Falls as soon as possible and, therefore, favors the procedure 
hich will result in such development at the earliest possible date in such a 
anner as to make provision for other purposes involved and for full utiliza- 

tion of existing and future power potential. Whether the project should be con- 
tructed by the Federal Government, as 8S. 1851 provides, or by a private or 

State entity, as S. 689 and 8S. 1971 provide, is a matter to be decided by the 

President and the Congress. If it is determined that the Corps of Engineers 

should construct the project, it is prepared to do so. 

The Bureau of the Budget advised that there would be no objection to the 

submission of a similar report on a companion bill, H. R. 5066. 

Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army. 


DEPARTMENT OF STATE, 
Washington, D. C., June 8, 1958. 
Hon. EpwaRD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 
sot 


My DEAR SENATOR MARTIN: Reference is made to your letter dated May 8, 1953, 
and the reply of this Department dated May 11, 1958, concerning your desire to 
receive suggestions regarding the merits and the propriety of the passage of 
S. 1851, to preserve the scenic beauty of Niagara Falis and River and to authorize 
the construction of certain public works on that river for power and other pur- 
poses, to promote the national defense, and for other purposes. 

Section 2 of the proposed legislation authorizes the construction, under the di- 
rection of the Secretary of the Army and the supervision of the Chief of Engi- 
neers, of “works of improvement for redevelopment of the Niagara River in sub- 
stantial accordance with the project plans outlined in the report of the Bureau of 
Power of the Federal Power Commission dated September 28, 1949.” It is further 
provided that such works “shall be subject to such modifications not inconsistent 
with this act as may be found advisable by the Secretary of the Army upon inves- 
tigation by the Chief of Engineers and the Federal Power Commission, and after 
consultation with the Governors of New York and other interested States and 
“with other interested Federal agencies.”” A proviso is then added that “the 
construction of remedial works in accordance with article II of the treaty [of 

February 27, 1950] * * * shall not be undertaken until the United States of 
America and Canada have approved the recommendations of the International 
Joint Commission with respect to the nature and design of such remedial works 
and the allocation of construction as between the two countries, and that the 
construction of such remedial works shall be under the supervision of the Inter- 
national Joint Commission.” 

The provisions of section 2 do not specifically require that the construction of 
the works for redevelopment of the Niagara River for power purposes shall not 
be in conflict with the plans and specifications recommended by the International 
Joint Commission and approved by the two Governments for the construction 
of remedial works to preserve and enhance the beauty of the Niagara Falls and 
the Niagara River. As it is understood that it was the intention of the two 
Governments to provide that the construction of remedial works for the preser- 
vation and enhancement of the scenic beauty of Niagara Falls should take prece- 
dence over diversions for power purposes, it is believed that a provision should be 
inserted in section 2 of the bill to the effect that the remedial works shall be 
constructed in accordance with the recommendations of the International Joint 
Commission when the recommendations have received the approval of the two 
Governments in addition to the provision that the construction of such remedial 
works shall be under the supervision of the Commission. 
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The recommendations of the International Joint Commission with respect to 
the remedial works were filed with the Governments of the United States and of 
Canada on May 12, 1953, and are now receiving the careful consideration of 
interested agencies of this Government. 

In his message to the Senate of May 2, 1950, submitting the treaty concerning 
the uses of the waters of the Niagara River, President Truman stated, with re- 
gard to the method of developing the additional power made available under 
the treaty, as follows: 

“It would not be appropriate either for this country or for Canada to require 
that an international agreement between them contain the solution of what is 
entirely a domestic problem. All this treaty does is to make additional water 
legally available for power purposes in each of the two countries. This is a step 
which must be taken in the interest of the United States. It is one which should 
be left separate from the steps which must be taken in this country in order to 
convert this water into additional power.” 

The Senate of the United States by the resolution of August 9, 1950, gave its 
advice and consent to the ratification of the treaty with the following reser 
vation: 

“The United States on its part expressly reserves the right to provide by act of 
Congress for redevelopment, for the public use and benefit, of the United States 
share of the waters of the Niagara River made available by the provisions of the 
treaty, and no project for redevelopment of the United States share of such 
waters shall be undertaken until it be specifically authorized by act of Congress.” 

The Department, therefore, does not undertake to comment on those portions 
of S. 1851 which relate to matters of domestic national policy. 

With the inclusion of an amendment to section 2 such as is herein suggested, 
there is perceived no objection to the enactment of this legislation. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
THRUSTON B. Morton, 
Assistant Secretary 
(For the Secretary of State), 


FEDERAL POWER COMMISSION, 
Washington 25, June 25, 1958. 
Hon. EDWARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate, Washington 25, D. 0. 


Dear Mr. CHATRMAN: In response to your request there are enclosed three 
copies of the report of the Federal Power Commission on the bill 8S. 1851, 83d 
Congress, relating to Niagara redevelopment. 

We have been advised by the Bureau of the Budget that they have no objec- 
tion to the presentation of this report to the Committee on Public Works. 

Sincerely yours, 
JEROME K. KUYKENDALL, Chairman. 


FrepERAL Power CoMMISSION ReEporT on S. 1851, 88p CoNGRESS 


A BILL To preserve the scenic beauty of Niagara Falls and River and to authorize the 
construction of certain public works on that river for power and other purposes, to 
promote the national defense, and for other purposes 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the inter- 
national boundary without injury to the scenic beauty of the falls. The Niagara 
Treaty under which this redevelopment may be undertaken was ratified on 
August 9, 1950. Canada immediately started work to utilize the additional 
diversion permitted on the Canadian side and will complete her facilities before 
facilities can be constructed on the United States side, so that she may use 
temporarily part of the diversion authorized for the United States. 

It is expected that generating capacity of 1,695,000 kilowatts can be installed 
on the United States side with an average annual output of approximately 11.6 
billion kilowatt-hours. By comparison, the ultimate installed capacity of the 
Boulder project is 1,327,500 kilowatts with an average annual output of 5.3 
billion kilowatt-hours. At Grand Goulee the ultimate capacity is 1,944,000 
kilowatts with an average annual output of 12.4 billion kilowatt-hours. And 
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on the St. Lawrence there will be about 940,000 kilowatts on the United States 
side with an average annual output of 6.3 billion kilowatt-hours. 

The bill would authorize construction by the United States of the remedial 
works and power facilities on the United States side of the international bound- 
ary authorized by the 1950 treaty with Canada (1 U. 8S. T. 694). Article ITI 
if the 1950 treaty requires the remedial works for the enhancement and pro- 
tection of the beauty of the falls to be constructed by the two countries under 
the supervision of the International Joint Commission. That agency on May 12, 
1953, submitted its report and recommendations to the two Governments after 
a study by the International Niagara Falls Engineering Board created for that 
purpose and drawn from the technical agencies of each country. Therefore, 
regardless of what agency constructs the power facilities in the United States, 
whether the Federal Government or the State of New York or some nongovern- 
mental agency, exactly the same remedial works must be constructed. 

The same supervision will also prevail, but to a lesser extent, in the con- 
struction of the power facilities. The International Joint Commission is re- 
quired under the treaty to pass upon all of those facilities which may affect 
the lake levels, and this of course will include facilities which make possible 
the use of water through the powerplant. If the power project is constructed 
under a license issued pursuant to the Federal Power Act, the Chief of En- 
gineers, Department of the Army, and the Federal Power Commission must 
likewise approve the power facilities, the Chief of Engineers passing upon 
those structures which may affect navigation, and the Commission passing upon 
the balance of the facilities, although if the Federal Government constructs 
the power projects the Federal Power Commission would have no responsibility 
for approval of any of the facilities. 

The Commission expresses no opinion as to the policy of Federal construction 
of power facilities rather than to have them constructed initially by the State 
of New York to which they are to be transferred under the bill. However, if 
the transfer is arranged, the United States is to be reimbursed for its capital 
investment and the license under the Federal Power Act is to be accepted by 
the State following which the agreement between the United States and the 
State of New York must be approved by the New York State Legislature and 
Congress. In view of the license requirement, the necessity for further legis- 
lative approval is not apparent, since other licensees are not required to obtain 
legislative approval after a license is issued and presumably the license here 
would conform to the directions of Congress as embodied in the authorizing 
statutes. 

Section 3 (b) of the bill calls for an agreement between the United States 
and the State of New York under which the State would ultimately pay “all 
costs properly allocable to power.” The agreement also is to carry “provisions 
for the maintenance and enhancement of the scenic beauty of the falls, includ- 
ing the accessibility of the river shoreline.’ These two clauses might indicate 
that the remedial works are to be transferred to the State of New York. If the 
United States constructs on its side of the international boundary both the 
remedial works and the power facilities, there is no reason for turning the 
remedial works over to the State of New York and they should be retained by 
the United States. However, the treaty calls for equal sharing by the two 
Governments of the cost of the remedial works. It has been this Commission’s 
consistent recommendation that whoever builds and operates ihe power facili- 
ties on the United States side pay the full share of the cost of the remedial 
works assigned to the United States. 

Moreover, enhancement of the scenic beauty of the falls, including the accessi- 
bility of the river shoreline, is primarily a matter under the supervision of the 
International Joint Commission, as previously noted. The IJC is to call upon 
both Governments to designate representatives for that purpose. Presumably, 
it is not the intention of section 3 (b) to designate the State of New York to act 
as its representative under the treaty for this purpose. As an incidental matter, 
the land along the Niagara, including Goat Island, is under the administration 
of the Niagara Frontier State Park Commission, which is another agency than 
the agency authorized by the State to construct and operate power facilities at 
Niagara Falls, namely the Power Authority of the State of New York. Accord- 
ingly, if there is an agreement with the State of New York it should be drawn 
so as to take these matters into account. 

Section 3 (b) (4) looks to the transmission of power by the New York State 
agency from the plant “to facilities owned by the Federal Government. rural 
consumers and public bodies, cooperatives and privately owned companies.” The 
















66 NIAGARA FALLS POWER DEVELOPMENT 


following subsection says that the project power. shall be sold and distributed 
primarily for the benefit of the people as consumers. Subsection 9 (A) of sec- 
tion 3 (b) requires the New York State agency to pay State anu local taxes in 
States and counties in which it carries on its operations. These provisions, 
when taken together, indicate an intention to require the New York State agency 
to construct and operate transmission and distribution facilities outside of the 
State of New York. This would be unusual and would call for further legisla- 
tive action by the State of New York and perhaps should be spelled out in the 
bill. 

Section 3 (b) (7) also looks to coordinated operation of the power facilities 
of the project power pool in the northeastern States, which does not seem to be 
too realistic. The studies which the Commission has made of the power market 
area would indicate that as a practical matter most of the power which this 
plant will develop should be utilized in the general vicinity of the plant with 
large blocks of power going to northeastern Ohio and northwestern Pennsyl- 
vania. Neither Ohio nor Pennsylvania is a northeastern State and it is ex- 
tremely doubtful that any substantial amount of power could be economically 
transmitted to any of the New England States. 

Provision is made in section 3 (b) (9) (A) of the bill for payments to States 
and rural governmental subdivisions in lieu of State and local taxes which 
would be payable if the facilities should be constructed by a nongovernmental 
agency. While no percentages are fixed for such “tax lieu” payments, either as 
a maximum or minimum percentage of the gross proceeds from power sales, 
presumably the percentages would be fixed at approximately the same ratios as 
imposed on nongovernmental property in order to make the States and munici- 
palities whole notwithstanding the governmental ownership of the proposed 
power facilities. 

The only substantial change in the present policies adopted by Congress in the 
Federal Power Act for non-Federal construction and operation of hydroelectric 
projects subject to Federal jurisdiction appears from the bill to be in the re- 
quirements for special conditions relating to preferential sales of the power. 
The desirability of such a policy is a question for congressional determination, 
upon which the Commission expresses no opinion. 

However, there are certain considerations which may be mentioned. Section 
3 (b) (3) would require that preference be given to “private enterprises requir- 
ing power to fulfill defense contracts.” If large blocks of power were required 
for this purpose, as might well be the case in this area where so many defense 
industries are located, it might be difficult to conduct the operations of the 
Niagara Falls powerplant on a reasonably long-term basis, as ordinarily defense 
contracts are for a limited period of years. Moreover, most of the defense plant 
sales in this area require electric power at relatively high load factors, and, as 
a substantial portion of the power output is committed to such loads, the eco- 
nomic necessity for construction of pump-storage reservoirs will be lessened, 
since that feature is designed to enable the plant to operate at a much lower 
load factor than would be feasible with the flows made available under the 
treaty. 

In view of the fundamental policy questions inherent in this bill, the Commis- 
sion offers no recommendation as to the desirability of its passage. 

FEDERAL POWER COMMISSION, 
By JerOMe K. KUYKENDALL, Chairman. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 25, 19538. 
Hon. EpWARD MARTIN, 
Chairman, Committe on Public Works, 
United States Senate. 

Drak Mr. CHAIRMAN: Reference is made to your request for the views of 
the Department of the Army with respect to S. 1971, 83d Congress, a bill To 
provide for the national defense and for conservation and public development 
and beneficial public use of the undeveloped waterpower of Niagara Falls and 
the Niagara River in the State of New York, in accordance with the provisions 
of the Niagara Redevelopment Treaty between the United States and Canada, 
ratified by the Senate of the United States on August 9, 1950, and for other 
purposes. 

The Department of the Army has considered the above-mentioned bill. The 
bill declares the policy of Congress to be to provide for the preservation of the 
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scenic beauty and for the public development and beneficial public use of the 

ndeveloped waterpower of Niagara Falls and the Niagara River in the State 
of New York in accordance with the provisions of the treaty between the United 
States and Canada ratified by the Senate on August 9, 1950. It authorizes the 
federal Power Commission to issue a license to the Power Authority of the 
State of New York to construct the power facilities to be installed on the United 
States side of the Niagara River pursuant to the aforesaid treaty and in sub- 

intial accordance with the project plans outlined in the report of the bureau 

Power of the Federal Power Commission, dated September 28, 1949, subject to 

odification by the Federal Power Commission pursuant to the Federal Power 
\ct or pursuant to recommendations of the Corps of Engineers. The bill pro- 

ides further that the licensee shall reimburse the United States for the United 
States share of the cost of works necessary to preserve and enhance the scenic 
beauty of Niagara Falls. 

On August 9, 1950, the Senate ratified the aforesaid treaty of February 27, 
1950, with the following reservation : 

“The United States on its part expressly reserves the right to provide by act of 
Congress for redevelopment, for the public use and benefit, of the United States 
share of the waters of the Niagara River made available by the provisions of 
the treaty, and no project for redevelopment of the United States share of such 
waters shall be undertaken until it be specifically authorized by act of Congress.” 

rhe treaty makes additional water available for generation at the fails by 
both countries. That additional water, combined with the potential head in 
excess of 300 feet, constitutes a tremendous additional low-cost power resource. 
: Canada, through the Hydro-Electrice Power Commission of Ontaria, aiready 
; has construction in an advanced stage of new facilities to develop Canada’s 

share of the increased power. Market demand in both countries is such that 
the additional low-cost power generation will be readily absorbed. Under article 
VIII of the treaty Canada may use our added share of the diversion of water for 
power purposes until such time as we provide facilities to utilize that flow. <Ac- 
ordingly, the Department favors the early accomplishment of a project to 
develop the United States share of the power diversion. 
{mong other things, the 1950 treaty expresses the primary obligation of the 
two Governments to preserve and enhance the scenic beauty of the Niagara 
Falls and River; indicates the minimum flows that must be passed over the 
falls; and provides for the International Joint Commission to submit for ap- 
: proval of the two Governments recommendations as to the nature and design 
of remedial works deemed necessary to produce an unbroken crestline on the 
falls. The International Joint Commission in turn established an International 
Engineering Board, including a representative of the Corps of Engineers, to 
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j accomplish the necessary engineering studies, model tests, and designs for such 
: remedial works. The report of the Engineering Board was completed and sub- 
: mitted to the International Joint Commission in May 1953. The Commission’s 


recommendations are now under consideration by the two Governments. 

By resolution adopted June 5, 1951, the Senate Public Works Committee 
called upon the Corps of Engineers to review previous Niagara River reports 
with a view to determining the most feasible general plans for utilization of 
the waters apportioned to the United States for power development at this 
locality, consistent with the provisions of the 1950 treaty, and the effect of such 
developments upon the Federal navigation projects in that area. The report 
of the district and division engineers has been submitted to the Chief of Engi- 
neers and is now before the Board of Engineers for Rivers and Harbors. 

In response to resolutions of the House Public Works Committee adopted 
March 26, 1952 and June 26, 1952, the Corps of Engineers is making a coordinated 
study of the Great Lakes water levels with a view to determining the advis- 
ability of local flood protection measures and the feasibility of a plan of regula- 
tion of the levels of the Great Lakes that will best serve all interests, including 
the reduction of damage to shore properties, the use of the Great Lakes for 
navigation, and the use of the storage and outflows from the Great Lakes for 
power development. 

The power potential at Niagara Falls is very great and it is important in the 
public interest that any development thereof fully utilize the power potential 
and safeguard other water uses. Specifically, the development should be under- 
taken in such a manner as to preserve and enhance the scenic spectacle at 
Niagara Falls; safeguard the needs of present and future navigation; utilize 
fully the existing power potential, and make provision for future utilization of 
the additional power that would result from improvement of flow through pos- 
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sible future regulation of Lake Erie and the upper Great Lakes. The studies 
already completed and in progress indicate the general nature of plans and pro- 
visions necessary for initial redevelopment of Niagara Falls. Additional in- 
investigations and studies to be made by the Federal Power Commission and 
Corps of Engineers will provide the definite basis for ultimate development. 

As indicated in the foregoing, the Department of the Army favors redevelop- 
ment of Niagara Falls as soon as possible and, therefore, favors the procedure 
which will result in such development at the earliest possible date in such a 
manner as to make provision for other purposes involved and for full utiliza- 
tion of existing and future power potential. Whether the project should be 
constructed by a State agency as S. 1971 provides, or by the Federal Govern- 
ment or private enterprise, as S. 1851 and S. 689 provide, is a matter to be de- 
cided by the President and the Congress. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rogert T. Stevens, Secretary of the Army. 


FEDERAL PowER COMMISSION, 
June 25, 1958. 
Hon. Epwarp MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 

Deak Mr. CHAIRMAN: In response to your request there are enclosed three 
copies of the report of the Federal Power Commission on the bill 8. 1971, 83d 
Congress, relating to Niagara redevelopment. 

We have just been advised that there is no objection by the Bureau of the 
Budget to the presentation of this report to the Committee on Public Works. 

Sincerely yours, 
JeROME K. KUYKENDALL, Chairman. 


FEDERAL POWER COMMISSION REPORT ON S. 1971, 83D CONGRESS 


A BILL To provide for the national defense and for conservation and public development 
and beneficial public use of the undeveloped waterpower of Niagara Falls and the Niagara 
River in the State of New York. in accordance with the provisions of the Niagara Re- 
development Treaty between the United States and Canada, ratified by the Senate of the 
United States on August 9, 1950, and for other purposes 
This bill would authorize redevelopment of the Niagara River to provide for 

an increase in the hydroelectric capacity on the United States side of the inter- 
national boundary without injury to the scenic beauty of the falls. The 
Niagara treaty under which this redevelopment may be undertaken was ratified 
on August 9, 1950 (1 U. S. T. 694). Canada immediately started work to utilize 
the additional diversion permitted on the Canadian side and will complete her 
power facilities before power facilities can be constructed on the United States 
side. Canada, therefore, may use temporarily part of the diversion authorized 
for the United States. 

It is expected that generating capacity of 1,695,000 kilowatts can be installed 
on the United States side with an average annual output of approximately 11.6 
billion kilowatt-hours. By comparison, the ultimate installed capacity of the 
Boulder project is 1,327,500 kilowatts with an average annual output of 5.3 
billion kilowatt-hours. At Grand Coulee the ultimate capacity is 1,944,000 
kilowatts with an average annual output of 12.5 billion kilowatt-hours. And on 
the St. Lawrence there will be about 940,000 kilowatts on the United States side 
with an average annual output of 6.3 billion kilowatt-hours. It is neither good 
business nor in the public interest to continue to waste the waterpower resources 
at Niagara Falls. 

The bill provides that redevelopment shall be made by the Power Authority of 
the State of New York, and of course one of the purposes of the Federal Power 
Act is to enable State and municipal agencies and others to develop waterpower 
resources with full protection to the general public. Nevertheless, the Federal 
Power Act also affords to privately owned companies and others full oppor- 
tunity to utilize waterpower resources where their plans are better suited to 
complete comprehensive development, and the act requires the Commission to 
determine what proposals for development, in case of conflict, are best adapted 
to comprehensive plans, giving a preference to State and municipal agencies. 
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State or municipal plans for a particular development are deemed by the 
Commission to be better than or equally as weti adapted as the plans of a 

ivately owned applicant to conserve and utilize the water resources in the 
area in the public interest, section 7(a) of the act is explicit in giving the 
reference to such State or miunicipal agencies. 
The bill therefore would constitute a deviation from the general policy of 
ymplete analysis and fullest development which has been in effect since 1920 

the utilization of waterpower resources by non-Federal agencies and would 
preclude consideration of all of the factors which should be considered and 
would otherwise be considered under the Federal Power Act. 

The Legislature of the State of New York has already declared its interest 

1 the development of the Niagara River. It has expressly amended the laws 
reating the Power Authority of the State of New York to provide for State 
development of the additional diversion at Niagara Falls if Congress should 
open the way to non-Federal use of that diversion. The privately owned utilities 
which are seeking authority to undertake this project have also made plans for 

mstruction of this project and the distribution of the power which can be 
generated. However, until all feasible plans have been thoroughly studied, it 
would not seem to be possible to determine which plan of development would 
be most fully in the public interest. Anything less, of course, would not seem to 
be supportable. 

Accordingly, the Commission recommends early enactment of legislation 
which will provide for full use of these waterpower resources, but also recom- 
mends that if non-Federal development is to be permitted under the Federal 
Power Act the policies of that statute be followed by permitting the issuance 
of a license to a State or municipal agency or to a privately owned company, 
whichever presents plans found to be for the widest public benefit. 

FEDERAL POWER COMMISSION, 
By ——— ———_., 
Chairman. 


DEPARTMENT OF STATE, 
Washington, D. C., June 25, 1958. 
Hon. EDWARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 


My DEAR SENATOR MARTIN: Reference is made to your letter dated May 26, 
1953, and the reply of this Department dated May 27, 1953, concerning your 
desire to receive the suggestions of the Department regarding the merits and 
the propriety of the passage of 8. 1971, Niagara Redevelopment Act of 1953. 

A formal amendment to the title of the bill is suggested. It is noted that 
the title refers to the provisions of the Niagara Redevelopment Treaty between 
the United States and Canada, ratified by the Senate of the United States on 
August 9, 1950. Article II, section 2, of the Constitution of the United States, 
provides that treaties may be made “by and with the advice and consent of 
the Senate.” The language used in the title of the bill is not in accord with this 
provision or with the facts, since the treaty was ratified by the President on 
August 24, 1950. It is the usual practice to give the date on which a treaty 
was signed, but to omit the date on which it received the advice and consent 
of the Senate of the United States in its ratification or on which subsequent 
action was taken thereon. The treaty came into force on October 10, 1950, 
upon the exchange of ratifications thereof at Ottawa, Canada. Furthermore, 
the treaty has been officially designated as the “Convention between the United 
States of America and Canada concerning uses of the waters of the Niagara 
River, signed on February 27, 1950.” In the circumstances, it is suggested 
that the title of the bill be amended by striking out the words “Niagara Redevelop- 
ment Treaty between the United States and Canada, ratified by the Senate of 
the United States on August 9, 1950,” and substituting therefor the words “Con- 
vention between the United States of America and Canada concerning uses of 
the waters of the Niagara River, signed on February 27, 1950.” 

On page 2, lines 3 to 6, of the bill, it is suggested that these lines be stricken 
out and that there be substituted therefor the words “Convention between the 
United States of America and Canada concerning uses of the water of he Niagara 
River. signed on February 27, 1950,” (TIAS 2130; 1 U.S. T. 694). 

Section 2 (a) of the bill provides for the issuance of a licence for the con- 
struction of the power facilities to be installed on the United States side of the 
Niagara River in the State of New York pursuant to the aforesaid treaty. 
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However, in lines 20 to 23 it is provided that the project plans outlined in the 
report of the Bureau of Power of the Federal Power Commission, dated Sep- 
tember 28, 1949, “may be modified by the Commission pursuant to the terms 
of the Federal Power Act or pursuant to recommendations of the Corps of 
Engineers, United States Army.” As article II of the convention of February 
27, 1950, provides that remedial works to enhance the beauty of the falls shall 
be constructed in accordance with recommendations of the International Joint 
Commission as to the nature and design of such remedial works when approved 
by the two Governments, and directs that the construction of such remedial 
works “shall be undertaken pursuant thereto under the supervision of the 
International Joint Commission,” it is believed that a provision should be added 
to section 2 which will make certain that the project plans for the construction 
of the power facilities shall be in conformity with and subject to the plans for 
remedial works approved by the United States and Canada. In connection with 
the construction of these important remedial works, attention is invited to the 
fact that on October 10, 1950, the Governments of the United States and Can- 
ada, in compliance with article II of the convention, sent a reference to the 
International Joint Commission, requesting the Commission to make recom- 
mendations to the two Governments concerning remedial works in accordance 
with the provisions of this article of the convention. The Commission estab- 
lished an International Niagara Falls Engineering Board composed of engineers 
from the United States and Canada, and arrangements were made with the 
Corps of Engineers, as a result of which a model of Niagara Falls and of the 
Niagara River in the vicinity of the falls has been constructed in connection 
with the preparation of plans for construction of the remedial works. On May 
12, 1953, the Commission filed its report dated May 5, 1953, with the Governments 
of the United States and Canada, and as it contains the Commission’s recom- 
mendations with respect to these remedial works, a copy thereof is transmitted 
herewith. 

With respect to the provisions in section 2 of the bill relating to construction 
of the project by the Power Authority of the State of New York, it is believed 
that a Federal agency should exercise supervision over the construction and 
operation of the power project to give assurance that the construction and 
operation thereof will be in accordance with the provisions of this convention, 
and especially the plans for the preservation and enhancement of the scenic 
beauty of Niagara Falls. 

Reference is also made to the following statement of President Truman in his 
message of May 2, 1950, submitting this convention to the Senate, with regard 
to legislation concerning the method of developing the additional power made 
available thereby : 

“It would not be appropriate either for this country or for Canada to require 
that an international agreement between them contain the solution of what is 
entirely a domestic problem. All this treaty does is to make additional water 
legally available for power purposes in each of the two countries. This is a 
step which must be taken in the interest of the United States. It is one which 
should be left separate from the steps which must be taken in this country in 
order to convert this water into additional power.” 

The Senate of the United States by the resolution of August 9, 1950, gave its 
advice and consent to the ratification of the treaty with the following 
reservation : 

“The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States’ share of the waters of the Niagara River made available by the provisions 
of the treaty, and no project for redevelopment of the United States’ share of 
such waters shall be undertaken until it be specifically authorized by act of 
Congress.” 

The Department therefore does not undertake to comment on these portions 
of S. 1971 which relate to the agency that may be authorized to construct and 
operate the power project, as that is considered to be a matter of domestic 
national policy. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
THRuUsTON B. Morton, 
Assistant Secretary 
(For the Secretary of State). 
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rhe following report signed on May 5, 1953, was filed with the Department of 
State, Washington, and with the Department of External Affairs, Ottawa, on 
May 12, 1953 


INTERNATIONAL JOINT ComMMISSION, UnitTep STaTes-CANADA—REPORT TO THE 
GOVERNMENTS OF THE UNITED STATES OF AMERICA AND CANADA ON REMEDIAL 
WorKS NECESSARY TO PRESERVE AND ENHANCE THE SCENIC BEAUTY OF THE 
NIAGARA FALLS AND RIVER 


This report to the Governments of the United States of America and Canada, 

ith recommendations, is submitted pursuant to a reference to this Commission 

bodied in identical letters dated October 10, 1950, and signed by the Under 
Secretary of State of the United States and the Acting Secretary of State for 
xternal Affairs for Canada. The full text of the reference is quoted below : 

I have the honor to inform you that the Governments of Canada and the 
United States of America have agreed to request the International Joint Com 
mission to investigate and make a report containing: 

“(1) Recommendations concerning the nature and design of the remedial 
works necessary to enhance the beauty of the falls in the Niagara River by dls- 
tributing the waters so as to produce an unbroken crestline on the falls, in ac- 
ordance with the objectives envisaged in the final report submitted to Canada 
ind the United States of America on December 11, 1929, by the Special Inter- 

itional Niagara Board and bearing in mind the provisions for the diversion of 

e waters of the Niagara River and the apportionment thereof, which have been 
greed upon by the two Governments in the treaty of February 27, 1950, respect- 
ng the uses of the waters of the Niagara River. 

“(2) Recommendations concerning the allocation of the task of construction 
of remedial works as between Canada and the United States of America, having 
regard to the recommendations made under paragraph (1). 

‘(3) An estimate of the costs of such remedial works. 

“In the conduct of its investigations, and otherwise in the performance of its 
duties under this reference, the International Joint Commission may utilize the 
services of engineers and other specially qualified personnel of technical 
gencies of Canada and the United States and will, so far as possible, make use 
of information and technical data which has been acquired by such technical 
igencies or which may become available during the course of the investigation, 
thus avoiding duplication of effort and unecessary expense.” 

The treaty referred to in paragraph (1) of the reference respecting the uses 
of the waters of the Niagara River was signed at Washington, D. C., on February 
27, 1950, approved by the Canadian Parliament on June 14, 1950, consented to by 
the United States Senate on August 9, 1950, and put into force by an exchange 
of ratifications at Ottawa on October 10, 1950. 

In the preparation of this report the Commission has been particularly con- 
cerned with articles II to VI, inclusive, of the treaty, which read: 


“ARTICLE II 


‘The United States of America and Canada agree to complete in accordance 
with the objectives envisaged in the final report submitted to the United States of 
(merica and Canada on December 11, 1929, by the Special International Niagara 
Board, the remedial works which are necessary to enhance the beauty of the 
falls by distributing the waters so as to produce an unbroken crestline on the 
falls. The United States of America and Canada shall request the International 
Joint Commission to make recommendations as to the nature and design of such 
remedial works and the allocation of the task of construction as between the 
United States of America and Canada. Upon approval by the United States of 
\merica and Canada of such recommendations the construction shall be under- 
taken pursuant thereto under the supervision of the International Joint Com- 
mission and shall be completed within 4 years after the date upon which the 
United States of America and Canada shall have approved the said recommenda- 
tions. The total cost of the works shall be divided equally between the United 
States of America and Canada. 


“ARTICLE III 


“The amount of water which shall be available for the purposes included in 
articles IV and V of this treaty shall be the total outflow from Lake Erie to the 
Welland Canal and the Niagara River (including the Black Rock Canal) less the 
amount of water used and necessary for domestic and sanitary purposes and for 
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the service of canals for the purposes of navigation. Waters which are being 
diverted into the natural drainage of the Great Lakes system through the exist- 
ing Long Lac-Ogoki works shall continue to be governed by the notes exchanged 
between the Government of the United States of America and the Government 
of Canada at Washington on October 14 and 31 and November 7, 1940, and shall 
not be included in the waters allocated under the provisions of this treaty. 


“ARTICLE IV 


“In order to reserve sufficient amounts of water in the Niagara River for scenic 
purposes, no diversions of the water specified in article III of this treaty shall 
be made for power purposes which will reduce the flow over Niagara Falls to less 
than 100,000 cubic feet per second each day between the hours of 8 a. m., e. s. t., 
and 10 p. m., e. s. t., during the period of each year beginning April 1 and ending 
September 15, both dates inclusive, or to less than 100,000 cubic feet per second 
each day between the hours of 8 a. m., e. s. t., and 8 p. m., e. s. t., during the period 
of each year beginning September 16 and ending October 31, both dates inclusive, 
or to less than 50,000 cubic feet per second at any other time; the minimum rate 
of 50,000 cubic feet per second to be increased when additional water is required 
for flushing ice above the falls or through the rapids below the falls. No 
diversion of the amounts of water, specified in this article to flow over the falls 
shall be made for power purposes between the falls and Lake Ontario. 


“ARTICLE V 


“All water specified in article III of this treaty in excess of water reserved 
for scenic purposes in article IV may be diverted for power purposes. 


“ARTICLE VI 


“The waters made available for power purposes by the provisions of this 
treaty shall be divided equally between the United States of America and 
Canada.” 

International Niagara Falis Engineering Board 

Upon receipt of the reference the Commission created the International Niag- 
ara Falls Engineering Board, composed of engineers drawn from the techni- 
cal agencies of Canada and the United States, and directed it to make the 
necessary investigation of the Niagara Falls and River, and thereafter prepare 
a report setting forth the Board’s findings and recommendations. The Board 
was directed to include in its report preliminary designs of the recommended 
remedial works, an estimate of the cost of such works, and recommendations 
concerning the allocation of tasks of construction of the remedial works as be- 
tween Canada and the United States. The Board’s report, dated March 1, 1953, 
is attached hereto and constitutes a part of the Commission’s report to the two 
Governments. 


Description of the Niagara Falls area 


The Niagara River, about 36 miles in length, connects Lake Erie and Lake 
Ontario. The river carries the outflow from the four upper lakes of the Great 
Lakes system, averaging about 200,000 cubic feet per second. The fall from 
lake to lake is 326 feet, about half of which is concentrated at Niagara Falls, 
21.6 miles below the head of the river. 

In the 1-mile reach immediately above the falls, the river drops about 50 
feet through cascades and rapids. Goat Island divides the river into two parts, 
the larger leading to the Horseshoe Falls on the Canadian side and the smaller 
to the American Falls. 

The distance from shore to shore at Horseshoe Falls is 1,200 feet but the 
total length of crest around the “horseshoe” is 2,500 feet. The central portion 
of the crest has been receding faster than the flanks, with the result that in the 
last 100 years the crest length has increased about 100 feet. The depth of water 
flowing over the crest near each shore is less than 1 foot and this portion of the 
falling sheet of water usually appears white. Toward the center of the Horse- 
shoe the crest depth increases to a maximum of 12 feet and the falling sheet 
of water has a darker, greenish appearance. 

The American Falls has a relatively low flow distributed quite evenly along 
its 1,100 feet of crest and has receded very slowly as compared with the Horse- 
shoe Falls. 
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Nature and extent of the problem 

The vast storage capacity of the upper Great Lakes results in an unusually 
uniform flow in the Niagara. This flow and the concentration of fall at Niag- 
ara have created a scenic spectacle of unusual beauty and a hydroelectric power 
resource of great value. Both Canada and the United States have given atten- 
tion over the years to the preservation and use of these assets. 

In the Boundary Waters Treaty of January 11, 1909, the two countries agreed 
to permit diversion of up to 56,000 cubic feet per second of the Niagara River 
flow for power purposes. To forestall possible adverse effects on the scenic 
beauty, a Special International Niagara Board was formed in 1926 to consider 
the problem. The Board recommended early construction of an initial phase of 
remedial works and outlined the further measures to be considered for pres- 
ervation of the beauty of the falls under conditions which would permit more 
complete utilization of the hydroelectric potential. 

With the growing need for power for defense activities the Governments of 
Canada and the United States concluded agreements in 1940 and 1941 to utilize 
on a temporary basis an additional 26,500 cubic feet per second of Niagara flow 
for power purposes. Pursuant to these agreements the initial phase of remedial 
works recommended by the Special International Niagara Board was accom- 
plished by construction of a submerged weir in the Niagara River about 1 mile 
above the Horseshoe Falls during the period 1942 to 1947. The weir has sub- 
stantially compensated for the lowering effect of the power diversions on the 
Chippawa-Grass Island Pool and has greatly increased the flow over the Ameri- 
can Falls; but of course it has not improved the conditions on the flanks of the 
Horseshoe Falls. 

In 1944 and 1948 the earlier agreements were modified to provide for small 
additional temporary diversions, and discussions which led to the treaty of 
February 27, 1950, were commenced. By means of this treaty the two Govern- 
ments put into effect a revised permanent schedule of permissible power diver- 
sions under which the flow over the falls may be reduced to not less than 100,000 
cubic feet per second during the daylight hours of the tourist season and to not 
less than 50,000 eubic feet per second at any other time. Analyses and tests by 
the Board indicated that under these flow conditions the following objectionable 
conditions would result if remedial works were not provided : 

(a) The Chippawa-Grass Island Pool level would drop as much as 4 feet below 
its present normal elevation, thereby exposing considerable areas of the river 
bed presently covered, particularly in the vicinity of the head of Goat Island. 
The general lowering of this pool would result in some lowering of levels of 
Lake Erie. 

(b) The lowering of the Chippawa-Grass Island Pool level would reduce the 
flow over the American Falls well below that necessary for a satisfactory scenic 
spectacle. 

(c) Under future maximum permissible diversions the flow over Horeshoe 
Falls during tourist season days would be concentrated toward the center leav- 
ing unsatisfactory conditions at the flanks; and during the nontourist season and 
the night hours of the tourist season, the flow over the Horseshoe Falls would be 
so concentrated near the center of the crest as to leave the flanks dry. 

(ad) The necessary change in the Chippawa-Grass Island Pool level to increase 
the flow over the falls from 50,000 to 100,000 cubic feet per second and vice versa, 
would require so much time that only a small part of the extra diversion author- 
ized at night during the tourist season could be used. Moreover, the lowering of 
the pool would slightly reduce the output of existing power plants. 

Objectives 

In conducting the studies for this report it was considered imperative that 
the remedial works be designed to improve the distribution of flow along the 
crest of the Horseshoe Falls, maintain the present satisfactory conditions at the 
American Falls, and control the levels of the Chippawa-Grass Island Pool. The 
maintenance of the present relationship between river flow and pool level is con- 
sidered essential. Such regulation would preserve the existing conditions and 
appearance of the Niagara River upstream from the pool and would insure that 
Lake Erie levels and corresponding outflows would remain unaffected, thus pro- 
tecting interests upstream which otherwise might be affected adversely by a 
general lowering or rapid variation in the pool level. In addition, adequate flow 
down the American Rapids and over the falls would be assured. Full advan- 
tage could be taken of the additional water available for power diversions in 
the night hours of the tourist season as well as at all other times. Therefore. 
it is considered that the remedial works should insure: 
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(a) A dependable flow of water over the American Falls and in the vicinity 
of Three Sisters Islands, approximating the satisfactory flow under existing 
conditions ; 

(b) A dependable adequate flow over both flanks of the Horseshoe Falls 
sufficient to provide an unbroken crestline ; 

(c) Maintenance of the present relationship between the total river flow and 
the level of the Chippawa-Grass Island Pool; and, 

(d) Ability to meet promptly the changes in permissible power diversions 
while assuring flows of either 50,000 or 100,000 cubic feet per second over the 
falls. 


Investigation and study procedure 

As contemplated in the reference the detailed surveys and studies necessary 
for the design of remedial works to meet the objectives outlined above were 
accomplished by calling on the appropriate agencies in both countries. The 
International Niagara Falls Engineering Board appointed a working committee 
consisting of representatives of the agencies having regularly assigned respon- 
sibilities for the types of work involved. The regular field organizations of 
the appropriate agencies were asked to perform the various types of surveys 
and studies needed, thus insuring that the services of specialists available in 
both countries were utilized on various aspects of the problem as required. 

The unusual river conditions at and in the vicinity of Niagara Falls, including 
high velocities of flow, great turbulence, and the risk that workmen might be 
swept downstream and over the falls, made determination of water-surface eleva- 
tions, configuration of the riverbed, and hydraulic measurements extremely 
difficult. Nevertheless, by ingenious methods including use of helicopters, bal- 
loons, echo sounders, and searchlights, together with extra precautions with 
normal surveying equipment, thorough field surveys were made and adequate 
physical data for the design of the remedial works were obtained as described 
in the accompanying report of the Board. 

The major phase of the engineering studies necessary for design of the 
remedial works was accomplished by means of hydraulic model studies. In 
order to cover all aspects of the problem and to utilize fully the available tech- 
nical forces in both countries, two models were built. One model was con- 
structed by the Corps of Engineers at its waterways experiment station at 
vicksburg, Miss. This model covered the entire upper Niagara River from 
Lake Erie to and including the falls. The other model was constructed by the 
Hydroelectric Power Commission of Ontario at Islington, near Toronto. This 
model was built to cover at the largest practicable scale the falls proper and 
the cascades and pool area immediately above the falls. 

By use of the two models, complementary in coverage and providing a means 
of checking various tests, the full range of river conditions and numerous 
possible variations of remedial works were analyzed and tested. The commis- 
sion is convinced that use of this important engineering tool made possible the 
design of the remedial works in a minimum of time and with maximum assur- 
ance of their adequacy. 

As the model tests and design of remedial works neared completion, the com- 
mission invited representatives of parks commissions and other interested 
agencies in both Canada and the United States to witness tests at the Islington 
model under typical conditions to be expected with and without the proposed 
remedial works. As a result of these demonstrations, representatives of these 
interests in general expressed their concurrence in the proposals for remedial 
works to preserve and enhance the scenic beauty of the falls. 


Recommended plan of remedial works 


The recommended plan of remedial works was developed as described in 
section V of the Board’s report. The complete plan consists of three separate 
works which, in the opinion of the Board, are necessary to ensure that the terms 
and intent of the 1950 treaty will be fully met: 

(a) A Chippawa-Grass Island Pool control structure. 

(bd) An excavation in the Horseshoe Cascades lying immediately upstream 
from the Canadian flank, and a crest fill 100 feet long on the Canadian flank 
extending out from the shore. 

(c) An excavation in the Horseshoe Cascades lying immediately upstream 
from the Goat Island flank, and a crest fill 300 feet long on that flank extending 
out from the shore. 

The location of the Chippawa-Grass Island Pool structure is shown in general 
on plate 3 and in detail on plate 6 of the Board’s report. The structure would 
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extend out from the Canadian shore some 1,500 feet into the river on a line 
parallel with the present submerged weir and 200 to 250 feet downstream there- 
from. With the exception of an approach fill adjacent to the Canadian shore, 
the structure would consist entirely of piers and movable control gates. 

The excavation in the Horseshoe Cascades in the area upstream from the 
Canadian flank will tap the deep stream that flows down the Canadian side of 
the Cascades and divert flow to the Canadian flank in quantities adequate to 
cover the flank and preserve the spectacle under all future conditions. The ex- 
tent and grade of the excavation are shown in detail on plate 7, the estimated 
quantity involved being some 64,000 cubic yards of rock. As shown on plate 7, 
the crest fill of 100 feet on the Canadian flank adjacent to the Canadian shore 
would extend upstream about 100 feet where it would merge with the present 
shore line. It is contemplated that a concrete retaining wall, faced with stone 
to blend into the surroundings, would enclose this fill. Inside the wall, fill would 
be placed to the grade of the adjacent improved park area, and the whole 
andscaped to provide an attractive area for viewing the cascades and falls at 
close range. 

The excavation in the Horseshoe Cascades on the Goat Island flank Will divert 
an adequate volume of flow over that flank under all future conditions in a 
manner similar to that on the Canadian side. The extent and grade of this 
excavation is shown in detail on plate 7, the estimated quantity involved being 
24,000 cubie yards of rock. The 300-foot crest fill adjoining Goat Island would 

erge with the existing shore line about 300 feet upstream. The extent of this 
fill is shown in detail on plate 7. A concrete retaining wall suitably faced with 
rock would surround the fill which would be so graded as to be accessible from 
Goat Island. This area, suitably landscaped, would provide a much-needed 
vantage point from which to view the cascades and falls. This fill is very similar 
to an improvement which it is understood has been under consideration by the 
Niagara Frontier State Park Commission. 

Results to be expected from remedial works 

From the exhaustive and comprehensive series of engineering studies and 
model tests carried out on the proposed plan of remedial works at both Vicksburg 
and Islington, the Commission is confident that the proposed plan would fulfill 
the terms and intent of the 1950 treaty. By operation of the gates in the pro- 
posed Chippawa-Grass Island Pool control structure, the same pool level would 
be maintained in the future, under power diversions permitted by the 1950 
treaty, as would result from conditions above Niagara Falls since the com- 
pletion in 1947 of the existing submerged weir, and under present power di- 
versions. Such regulation would preserve the regimen of the river in the 
Chippawa-Grass Island Pool and upstream thereof and would insure that Lake 
Erie levels and outflows would remain unaffected. Such regulation also would 
maintain sufficient flow over the American Falls to preserve the present satis- 
factory appearance which has prevailed since completion of the existing sub- 
merged weir in 1947. Adequate and scenically satisfactory flow conditions would 
exist at the head of Goat Island and in the vicinity of the ‘lhree Sisters tsiands. 

The design of the control structure is such that a total flow over the falls of 
either 50,000 or 100,000 cubic feet per second as specified in the 1950 treaty may 
be produced expeditiously at any time through the full range of Chippawa- 
Grass Island Pool levels without affecting the level of the pool, thereby making 
available for power purposes the maximum amount of water. The control struc- 
ture sluices equipped with gates which lower to open can be expected to pass 
low and normal runs of ice while maintaining proposed pool levels, but in the 
event of an unusually heavy ice run, it is envisaged that all sluices would remain 
fully open during the run to minimize any obstruction to the floes. During such 
periods, which are usually of short duration, the normal regulation of the pool 
would be suspended as the safe passage of ice is the more important considera- 
tion, 

The proposed plan of excavations and crest fills in the Horseshoe Falls Cas- 
cades would insure that in the daytime of the tourist season, when a minimum of 
100,000 cubic feet per second is to be discharged over the falls, an unbroken crest- 
line on the Horseshoe Falls would extend from shore to shore and the intensity 
of flows on the flanks would always be sufficient to produce a very satisfactory 
scenic spectacle. In the other periods of the year, when a flow over the falls as 
low as 50,000 cubic feet per second is permitted by the 1950 treaty, these works 
would insure than an unbroken crestine would always exist, and that the in- 
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tensity of flow would be such that an impressive spectacle would result, The 
increasing of the flow over the flanks of the Horseshoe Falls by the diversiox 
of water from the deep channels leading into the central portion of the Horseshoe 
will reduce the rate of recession in the central portion. 


Conclusions 


(a) Engineering studies and model tests show conclusively that remedial 
works are required to prevent impairment of the scenic beauty of Niagara Falls 
and River under flow conditions to be expected when withdrawals are made for 
power purposes to the extent permissible under the treaty of February 27, 1950. 

(b) Hydroelectric power works already under construction and scheduled for 
completion and operation within the next few years could not be fully utilized 
without detrimental effects on the beauty of the falls unless remedial works are 
provided. 

(c) In view of the urgent need for the power to be produced by generating 
facilities already under construction and other facilities to be constructed, ini- 
tiation as soon as possible this year and completion within 4 years, of the re- 
medial works authorized by the 1950 treaty is a matter of urgency in the national 
interest of ‘both countries. 

The objectives for preservation and enhancement of Niagara Falls as contem- 
plated by the 1950 treaty can best be accomplished by construction of the reme- 
dial works described in this report and hereinafter recommended. 


Recommendations 


In response to specific requests of the two Governments as set forth in the 
reference, the commission submits the following recommendations: 

1. Recommendations concerning the nature and design of the remedial works 
necessary to preserve and enhance the scenic beauty of the Niagara Falls and 
River.—The commission recommends the construction of the remedial works de- 
scribed in this report and in the Board’s report which is attached hereto and 
made a part hereof, with such minor modifications as the commission may deem 
advisable at the time of construction, the works to include: 

(a) A Chippawa-Grass Island Pool control structure, extending out from the 
Canadian shore approximately 1,550 feet into the Niagara River, parallel to the 
existing submerged weir and about 225 feet downstream therefrom ; 

(ob) An excavation in the Horseshoe Cascades lying immediately upstream 
from the Canadian flank of the Horseshoe Falls and a crest fill on that flank 
about 100 feet long; and 

(c) An excavation in the Horseshoe Cascades lying immediately upstream 
from the Goat Island flank of the Horseshoe Falls and a crest fill on that flank 
about 300 feet long. 

2. Recommendations concerning the allocation of the task of construction 
of the remedial works as between Canada and the United States of America.— 
The Commission recommends that the task of construction be divided between 
the two countries in such manner that each country would construct, generally, 
those portions of the works which lie within its national boundaries. On this 
basis, Canada would construct the Chippawa-Grass Island Pool control struc- 
ture and the excavation and crest fill on the Canadian flank of the Horseshoe 
Falls; and the United States would construct the excavation and crest fill on 
the Goat Island flank of the Horseshoe Falls, including the small amount of 
excavation on the Canadian side of the boundary. 

8. The Commission further recommends that the construction of the pro- 
posed remedial works be initiated at the earliest possible moment and be 
pressed to completion as rapidly as possible. It is especially important that 
construction of the Chippawa-Grass Island Pool control structure be com- 
menced immediately and that it be constructed to its ultimate length of ap- 
proximately 1,550 feet unless during the course of construction the status of 
prospective additional power diversion should permit consideration of a shorter 
structure initially. The excavation and fill on either flank of the Horseshoe 
Falls should be started as soon as possible and substantially completed before 
work is begun on the excavation and fill on the other flank in order to minimize 
temporary adverse effects on the scenic spectacle during the construction period. 

4. The Commission also recommends that the two Governments authorize 
it to establish a Control Board to supervise the operation of the proposed control 
structure to insure accomplishment of its intended purposes and to insure that 
the levels of the Niagara River and Lake Erie will not be adversely affected. 
These functions, deemed properly within the purview of the Commission, are 
elosely related to the function of determining the amount of water available 
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for the purposes of the treaty of February 27, 1950. Accordingly, it would seem 
desirable and in the public interest that the representatives of the United States 
and Canada to be designated pursuant to article VII of the treaty be appointed 
by the Commission to serve also as members of the Control Board which the 
Commission desires to establish and hold responsible for the operation of the 
Chippawa-Grass Island Pool control structure. 


Cost estimates 

The construction cost of the remedial works (not including the comparatively 
small amount of preconstruction costs) is estimated to total $17,536,000 at 
July 1952 construction-cost levels. A breakdown of this estimate is shown 
below : 


Chippawa-Grass Island Pool control structure, 1,550 feet long_.___. $14, 594, 000 
Excavation and fill in the cascades on the Canadian flank of the 
Horseshoe Falls__-- 1, 582, 000 
Excavation and fill in the cascades on the Goat Island flank of the 
Horseshoe Fal!s 1, 360, 000 
Total 7, 586, 000 
Estimated annual cost of operation and mi 1intenance of the reme- 
dial works ssid cit 100, 000 


Certain preliminary costs have been incurred under the terms of the refer- 
ence for surveys of the Niagara River between Lake Erie and the falls and for 
other field invstigations; also for two hydraulic models simulating the Niagara 
River above the falls, one at Islington, Ontario, and the other at Vicksburg, 
Miss., and for much experimental work accomplished by the use of these models 
in connection with the design of the remedial works hereinbefore recommended : 
and for office studies and other activities incidental to determination of the most 
suitable types of remedial works. Inasmuch, however, as a part of this pre- 
liminary cost, particularly the costs incurred in connection with the hydraulic 
models, is chargeable to power development in both Canada and the United 
States, the duty of segregating the part thereof properly chargeable to remedial 
works, and determining the Canadian and United States costs properly charge- 
able thereto, is a duty which now devolves upon the Commission. 

As soon as cost data and other essential information are available in suffi- 
cient detail, a supplemental report on costs incurred through March 31, 1953, 
for remedial works will be submitted to the two Governments. On the basis 
of incomplete information now available, it appears that such costs might aggre- 

gate about 24 percent of the estimated construction cost. 
Division of costs 

Under the provisions of article II of the treaty the cost of the remedial works 
and the expense of operating and maintaining them are to be borne by the 
United States and Canada in equal moieties. 

Signed this 5th day of May 1953. 

(Signed) A. O. STANLEY, 
A. G. L. MCNAUGHTON, 
Rocer B. MCWHORTER, 
GEO. SPENCE, 
EUGENE W. WEBER, 
J. LUCIEN DANSEREAU. 





PAYS ANT CRI en ER I MRE 





NIAGARA FALLS POWER DEVELOPMENT 


WEDNESDAY, MARCH 10, 1954 


Unrrep STATEs SENATE, 
CoMMITTER ON Pusiic Works, 
Washington, BiG): 


The committee met, pursuant to call, at 10:05 a. m., in room 412, 
Senate Office Building, Senator Edward Martin, chairman of the 
committee, presiding. 

Present: Senators Martin (chairman), Case, Kuchel, Beall, Upton, 
Morse, Stennis, Gore, and Burke. 

Also present: Charles N. Kapnic, chief clerk; Eloise Porter, 
assistant clerk; Ellsworth W. Bassett and Theo W. Sneed, technical 
staff members. 

The Cuairman. The committee will come to order. 

The committee has before it for its consideration the following 
bills: H. R. 4351, S. 1971, S. 2599, and S. 2966. 

Without objection, these bills will be made a part of this record 
at this point. 

(The bills, H. R. 4351, S. 1971, S. 2599, and S. 2966, are as follows:) 


[H. R. 4351, 83d Cong., Ist sess. ] 


AN ACT To preserve the scenic beauty of the Niagara Falls and River, to authorize the 
construction of certain works of improvement on that river for power purposes, and to 
further the interests of national security by authorizing the prompt development of such 
works of improvement for power purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


FINDING AND POLICY 


SECTION 1. (a) The Congress hereby finds that the United States is obligated 
to preserve and enhance the scenic beauty of the Niagara Falls and River. 

The Congress further finds that it is necessary and desirable for the public 
welfare and for the security of the United States that the share of the waters 
of the Niagara River made available for power purposes under the treaty 
between the United States of America and Canada, dated February 27, 1950, 
and ratified by the Senate of the United States on August 9, 1950, be utilized 
promptly. 

The Congress further finds that low-cost power is urgently required to supply, 
among other purposes, the greatly expanded demands of the Department of 
Defense upon the electrometallurgical and electrochemical-industries and other 
industries maintained in the vicinity of Niagara Falls. 

The Congress further finds that utilization of the United States share of the 
waters of the Niagara River for the production of hydroelectric power is not an 
incident of the exercise of the public functions of the United States to improve 
navigation, flood control, reclamation, irrigation, or sanitation. 

The Congress further finds that in view of the public burden of the increasing 
obligations of the United States, it is most desirable that development of hydro- 
electric projects be made by private enterprise and without recourse to public 
funds particularly where, as here, private enterprise is able most promptly to 
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commence actual construction of and to put the project, as hereinafter author- 
ized, into operation. 

The Sues further finds that the Federal Power Act (49 Stat. 838), as 
amended, provides adequate safeguards deemed essential for the protection of 
broad local and national interests in navigable waters of the United States, at 
the same time permitting full development and utilization of waterpower re- 
sources with due regard to the protection of the interest of the United States 
therein. ‘ 

The Congress further finds that further development of any hydroelectric proj- 
ect at Niagara Falls requires the enactment of legislation prescribing special 
conditions to be incorporated in any license issued by the Federal Power Com- 
mission for such development as hereinafter provided. 

(b) It is hereby declared to be the policy of the Congress (1) to preserve the 
scenic beauty of Niagara Falls and its environment; (2) to further the national 
security; and (3) to assure the development of low-cost electric power under 
the private enterprise system. 

Sec, 2. The Federal Power Commission is hereby authorized and directed to 
issue, as soon as practicable, to citizens of the United States, or to any associa- 
tion of such citizens, or to any corporation organized under the laws of any 
State, a license for the purpose of prosecuting works of improvement for rede- 
velopment of the Niagara River in substantial accordance with the project plans 
outlined in the report of the Bureau of Power of the Federal Power Commission 
dated September 28, 1949, entitled “Possibilities for Redevelopment of Niagara 
Falls for Power—Niagara River—New York” (such works of improvement be- 
ing hereinafter referred to as the “project”). The Commission shall have au- 
thority to require such modifications of said project, not inconsistent with this 
Act, as it may deem advisable in accordance with the provisions of the Federal 
Power Act, as amended. In issuing a license under this Act, the Commission 
shall give preference to the applicant most able to commence actual construc- 
tion of and to put the project into operation promptly. 

Sec. 3. Except where inconsistent with the provisions of this Act, the license 
to be issued hereunder shall incorporate all of the provisions of the Federal 
Power Act, as amended. 

(a) In contracting for the disposition of project power, preference shall be 
given to directions from the Department of Defense for supplying power to gov- 
ernmental installations or to industries requiring power to produce materials 
essential to the national security. 

(b) The licensee shall pay to the United States and include in its net invest- 
ment in the project herein authorized the United States share of the cost of the 
construction of the remedial works to be undertaken in accordance with article 
II of the treaty referred to in the first section of this Act whenever such remedial 
works are constructed by the United States. 

Sec. 4. Upon the complaint of any interested State, the Federal Power Com- 
mission shall have jurisdiction, after due notice to all interested States and to 
the licensee an opportunity for hearing, to require the licensee to enter into 
reasonable and practical arrangements whereby project power will be appor- 
tioned equitably among States within economic transmission distance, subject, 
however, at all times to the priority in respect of project power accorded to the 
Department of Defense as hereinabove provided in section 8 (b). 

Sec. 5. Nothing in this Act shall be construed as affecting any valid existing 
rights under licenses heretofore issued pursuant to the provisions of the Fed- 
eral Power Act (49 Stat. 838), as amended, or as now or hereafter affecting the 
applicability of the provisions of that Act in the case of waters of the Niagara 
River presently authorized to be diverted for power purposes under licenses 
heretofore issued under that Act. 

Sec. 6. In the event of any conflict between the provisions of this Act and the 
provisions of the Federal Power Act and of the license to be granted for the 


project herein authorized, the provisions of this Act shall govern in respect of 

the project herein authorized. 

_SEc, 7. This Act may be cited as the “Niagara Redevelopment Act of 1953.” 
Passed the House of Representatives July 9, 1953. 


Attest : Lye O. Snaper, Clerk. 
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[S. 1971, 88d Cong., 1st sess.] 


A BILL To provide for the national defense and for conservation and public development 
and beneficial public use of the undeveloped waterpower of Niagara Falls and the Niagara 
River in the State of New York, in accordance with the provisions of the Niagara Re- 
development Treaty between the United States and Canada, ratified by the Senate of the 
United States on August 9, 1950, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled. That it is the policy of Congress 

and is hereby declared to be the intent of this Act to promote interstate and 

foreign commerce and the national defense, and to provide for the preservation 
of the scenic beauty and for the public development and beneficial public use 
of the undeveloped waterpower of Niagara Falls and the Niagara River in the 

State of New York, in accordance with the provisions of the Niagara Rede- 

velopment Treaty between the United States and Canada signed February 27, 

1950, and ratification advised by the Senate of the United States on August 9, 

1950 (Executive N, Eighty-first Congress, second session ). 

Sec. 2. (a) To implement the foregoing policy, the Federal Power Commis- 
sion is hereby authorized and directed to issue a license under the Federal 
Power Act (49 Stat. 838), as amended, to the Power Authority of the State 
of New York as the accredited public agency of the State of New York upon 
its application to undertake the construction of all power facilities to be in- 
stalled on the United States side of the Niagara River in the State of New York 
pursuant to the aforesaid treaty, and in substantial accordance with the proj- 
ect plans outlined in the report of the Bureau of Power of the Federal Power 
Commission, dated September 28, 1949, entitled “Possibilities for the Redevel 
opment of Niagara Falls for Power—Niagara River—New York”; such plans 
may be modified by the Commission pursuant to the terms of the Federal Power 
Act or pursuant to recommendations of the Corps of Engineers, United States 
Army. 

(b) The licensee shall reimburse the United States Government for the 
United States share of the cost of works necessary to preserve and enhance 
the scenic beauty of Niagara Falls. The license shall incorporate all of the 
provisions of the Federal Power Act, as amended, and in addition shall require 
equitable distribution of the hydroelectric energy generated by such facilities 
for the benefit of the people as a whole and particularly the domestic and rural 
consumers, to whom the power can economically be made available, through any 
agency, corporation or association, public or private, engaged in the business 
of distribution and sale of electricity to ultimate consumers, and shall be con- 
sistent with the Power Authority Act of the State of New York and protect 
the interests of the United States and the States involved, allowing for mak- 
ing available a fair proportion of the power generated by said facilities to other 
States within economic transmission distance. 

Sec. 3. Nothing in this Act shall be construed as diminishing or enlarging 
any valid existing rights under any license heretofore issued pursuant to the 
provisions of the Federal Power Act (49 Stat. 838), as amended, or as now or 
hereafter affecting the applicability of the provisions of that Act in the case 
of waters of the Niagara River presently authorized to be diverted for power 
purposes under licenses heretofore issued under that Act. 

Sec. 4. This Act may be cited as the “Niagara Redevelopment Act of 1953” 


[S. 689, 83d Cong., Ist sess.] 


A BILL To preserve the scenic beauty of the Niagara Falls and River, to authorize the 
construction of certain works of improvement on that river for nower purposes, and to 
further the interests of national security by authorizing the prompt development of such 
works of improvement for power purposes. 


Re it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


FINDING AND POLICY 


Section 1. (a) The Congress hereby finds that the United States is obli- 
gated to nreserve and enhance the scenic beauty of the Niagara Faiis and River. 
The Congress further finds that it is necessary and desirable for the public 
welfare and for the security of the United States that the share of the waters 
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of the Niagara River made available for power purposes under the treaty be- 
tween the United States of America and Canada, dated February 27, 1950, and 
ratified by the Senate of the United States on August 9, 1950, be utilized promptly. 

The Congress further finds that low-cost power is urgently required to supply, 
among other purposes, the greatly expanded demands of the Department of 
Defense upon the electrometallurgical and electrochemical industries and other 
industries maintained in the vicinity of Niagara Falls. 

The Congress further finds that utilization of the United States share of the 
waters of the Niagara River for the production of hydroelectric power is not an 
incident of the exercise of the public functions of the United States to improve 
navigation, flood control, reclamation, irrigation, or sanitation. 

The Congress further finds that in view of the public burden of the increasing 
obligations of the United States, it is most desirable that development of hydro 
electric projects be made by private enterprise and without recourse to public 
funds particularly where, as here, private enterprise is able most promptly to 
commence actual construction of and to put the project, as hereinafter author- 
ized, into operation. 

The Congress further finds that the Federal Power Act (49 Stat. 8388), as 
amended, provides adequate safeguards deemed essential for the protection 
of broad local and national interests in navigable waters of the United States, 
at the same time permitting full development and utilization of water power 
resources with due regard to the protection of the interests of the United States 
herein. 

The Congress further finds that further development of any hydroelectric 
project at Niagara Falls requires the enactment of legislation prescribing spe- 
cial conditions to be incorporated in any license issued by the Federal Power 
Commission for such development as hereinafter provided. 

(b) It is hereby declared to be the policy of the Congress (1) to preserve 
the scenic beauty of Niagara Falls and its environments; (2) to further the 
national security; and (35) to assure the development of low-cost electric power 
under the private-enterprise system. 

Sec. 2. The Federal Power Commission is hereby authorized and directed 
to issue as soon as practicable to citizens of the United States, or to any asso- 
ciation of such citizens, or to any corporation organized under the laws of 
any State, a license for the purpose of prosecuting works of improvement for 
redevelopment of the Niagara River in substantial accordance with the project 
plans outlined in the report of the Bureau of Power of the Federal Power Com- 
mission dated September 28, 1949, entitled “Possibilities for Redevelopment of 
Niagara Falls for Power—Niagara River—New York” (such works of im- 
provement being hereinafter referred to as the “project”). The Commission 
shall have authority to require such modifications of said project, not incon- 
sistent with this Act, as it may deem advisable in accordance with the provi- 
sions of the Federal Power Act, as amended. In issuing a license under this 
Act, the Commission shall give preference to the applicant most able to com- 
mence actual construction of and to put the project into operation promptly. 

Sec. 3. Except where inconsistent with the provisions of this Act, the license 
to be issued hereunder shall incorporate all of the provisions of the Federal 
Power Act, as amended, and in addition shall expressly include the following 
terms and conditions: 

(a) Any agency of the United States as may hereafter be created for such 
purpose or any agency created and designated by the State of New York for 
such purpose may after March 2, 1971, upon not less than two years’ written 
notice, take over and thereafter maintain and operate the project upon the 
condition that before taking possession such agency of the United States or 
of the State of New York shall pay to the licensee its net investment, as that 
term is defined in the Federal Power Act, as amended, in the project. The net 
investment of the licensee in the project for the purpose of this Act shall he 
determined by the Federal Power Commission after notice and opportunity for 
hearing. 

(b) In contracting for the disposition 6f project power, preference shall be 
given to directions from the Department of Defense for supplying power to 
governmental installations or to industries requiring power to produce mate- 
rials essential to the national security. 

(c) The licensee shall pay to the United States and include in its net 
investment in the project herein authorized the United States share of the 
cost of the construction of the remedial works to be undertaken in accordance 
with article II of the treaty referred to in the first section of this Act when- 
ever such remedial works are constructed by the United States. 
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Sec. 4. Upon the complaint of any interested State, the Federal Power Com- 
mission shall have jurisdiction, after due notice to all interested States and 

the licensee and opportunity for hearing, to require the licensee to enter 

to reasonable and practical arrangements whereby project power will be 
apportioned equitably among States within economic transmission distance, 
subject, however, at all times to the priority in respect of project power accorded 
to the Department of Defense as hereinabove provided in section 3 (b). 

Sec. 5. Nothing in this Act shall be construed as affecting any valid existing 

ights under licenses heretofore issued pursuant to the provisions of the Fed- 

eral Power Act (49 Stat. 888), as amended, or as now or hereafter affecting the 

pplicability of the provisions of that Act in the case of waters of the Niagara 
River presently authorized to be diverted for power purposes under licenses 
heretofore issued under that Act. 

Sec. 6. In the event of any conflict between the provisions of this Act and 
the provisions of the Federal Power Act and of the license to be granted for 
the project herein authorized, the provisions of this Act shall govern in respect 
of the project herein authorized. 

Sec. 7. This Act may be cited as the “Niagara Redevelopment Act of 1953.” 


[S. 2599, 88d Cong., Ist sess.] 


A BILL To authorize the construction of certain works of improvement in the Niagara 
River for power and other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That pursuant to the provisions of the reserva- 
tion of the Senate of the United States of America and Canada Concerning Uses 
of the Waters of the Niagara River signed February 27, 1950 (Executive N, 
Highty-first Congress, second session) that provides that no project for redevelop- 
ment of the United States share of such waters for power purposes shall be 
undertaken until it be specifically authorized by Act of Congress, any such proj- 
ect for the redevelopment of the United States share of such waters may be 
undertaken if authorized in accordance with existing general laws of the United 
States relating to the authorization of such projects, and such authorization 
shall constitute compliance with the above reservation. 


[S. 2966, 83d Cong., 2d sess.] 


A BILL To provide for the improvement of the Niagara River, to authorize the construction 
of certain public works to preserve and enhance the scenic beauty of the Niagara Falls 
and River, to promote the national defense, develop power, aid navigation and flood 
control, fulfill the undertakings of the United States in the Treaty of 1950 with Canada, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


FINDINGS, PURPOSE, AND POLICY 


SecTION 1. (a) The laws of the State of New York and the Province of Ontario 
expressly prohibit the private development of the waters of the Niagara Falls 
and River. Moreover, by the terms of the reservation to the treaty signed at 
Washington on February 27, 1950 (hereinafter referred to as “the Treaty”), 
which became effective with the exchange of ratifications at Ottawa on October 
10, 1950, no project for redevelopment of the United States share of the Niagara 
waters made available by the treaty shall be undertaken until specifically 
authorized by Act of Congress. 

(b) It is the purpose of this Act to authorize the redevelopment of such 
waters, in accordance with the terms of the treaty and in the mutual public 
interest of the people of the United States and Canada, in order (1) to assure 
the preservation and enhancement of the scenic beauty of the Niagara Falls 
and River and the accessibility of the river shoreline for recreational purposes, 
(2) to aid the national defense, and (3) to insure the most beneficial public 
use of the waters of the Niagara Falls and River for power, navigation, flood 
control, and other purposes. 

(c) It is the policy of the Congress (1) that there shall be direct govern- 
mental responsibility and cooperation in the construction and operation of 
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remedial and power works on the boundary waters of the Niagara River, (2) that 
any such power works shall be constructed and operated by public agencies in 
the United States in conjunction with similar works presently authorized to be 
constructed and operated by public agencies in Canada, and (3) that the power 
produced in such power works shall be distributed and sold as widely as possible 
and at the lowest possible cost to the consumer in accordance with established 


principles relating to the sale of power from projects constructed by the United 
States. 


AUTHORIZATION OF REMEDIAL WORKS 

Sec. 2. In accordance with the findings, purpose, and policy set forth in sec- 
tion 1, the President is hereby authorized to proceed with the undertakings 
assumed by the United States in the treaty, to preserve and enhance the scenic 
beauty of the Niagara Falls and River, and to arrange for the prompt construc- 
tion of the United States share of the remedial works, under the supefvision of 
the International Joint Commission. Such works shall be constructed in gen- 
eral conformance with the plans recommended by the Commission in its report 
dated May 5, 1953, entitled “International Joint Commission, United States- 
Canada, Report to the Governments of the United States of America and Canada 
on Remedial Works Necessary to Preserve and Enhance the Scenic Beauty of 
the Niagara Falls and River’. There is hereby authorized to be appropriated 
for the planning and construction of the United States share of the remedial 
works by the Office of the Chief Engineers, Department of Defense, under the 
supervision of the International Joint Commission, the sum of $10,000,000, in 
accordance with article II of the Treaty which provides that the total cost of 
all such required remedial works shall be divided equally between the United 
States and Canada. 


AUTHORIZATION OF POWER WORKS 
Sec. 3. (a) The project for development of hydroelectric power through the 
use of the additional water made available by the treaty for power purposes on 
the United States side of the Niagara River is hereby adopted and approved in 
general conformance with the project plans outlined in the report of the Bureau 
of Power of the Federal Power Commission dated September 28, 1949, entitled 
“Possibilities for Redevelopment of Niagara Falls for Power—Niagara River— 
New York”, and in the report of the district engineer and the division engineer, 
Corps of Engineers, United States Army, dated January 8, 1952, subject to 
review by the Board of Engineers for Rivers and Harbors. 

(b) The designated instrumentality and public agency of the State of New 
York is hereby authorized to redevelop the United States share of the waters 
of the Niagara River made available by the provisions of the treaty for the 


public use and benefit, and the construction, operation, and maintenance of the 
power project works. 


SAFEGUARD PROVISIONS 





Sec. 4. The agency designated in section 3 (b) above is authorized to con- 
struct, operate, and maintain the power project works if such agency makes 
application and is granted a license under the Federal Power Act for the con- 
struction, operation, and maintenance of such works, and includes in such appli- 
cation and accepts as conditions of such license, provisions to safeguard the 
interests of the United States and the interests of States, municipalities, other 
public bodies and agencies, rural electric cooperatives, and power consumers 
generally, which provisions the Federal Power Commission is hereby authorized 
and directed to include in the license, as follows: 

(1) No part of the United States share of the waters of the Niagara River 
made available for power purposes to the designated agency of the State of New 
York shall be diverted by it to any person or private company; nor shall the use 
of any part of said waters or the rights pertaining thereto be sold, leased, or 
otherwise alienated by such agency to any person or private company for the 
generation of hydroelectric power; nor shall the power facilities be sold, leased, 
pledged, mortgaged, or otherwise alienated to any person or private company. 

(2) Full recognition shall be given to the requirements of national security, 
including but not limited to the requirements of section 16 of the Federal Power 
Act. 

(83) In contracting for the disposition of project power, (A) preference shall 
be given to States, counties, and municipalities, including their agencies or in- 
strumentalities, and to cooperative or other organizations not organized or ad- 
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ministered for profit but primarily for the purpose of supplying electric energy 
to their members as nearly as possible at cost, and to the Department of Defense, 
and other defense agencies, and (B) arrangements and contracts for the disposi- 
tion of project power shall be made sufficiently flexible and with suitable with- 
drawal provisions so that the foregoing recipients of preference, now or hereafter 
authorized by law to engage in the distribution of electric energy, may secure a 
reasonable share of the project power. 

(4) Such transmission lines and related facilities shall be constructed, or 
acquired by purchase or other agreement, as may be necessary in order to make 
project power available in wholesale quantities for sale on fair and reasonable 
terms and conditions to facilities owned by the Federal Government, rural con- 
sumers, public bodies, cooperatives, and privately owned companies. 

(5) Project power shall be sold and distributed primarily for the benefit of 
the people as consumers, and particularly for the benefit of domestic and rural 
consumers, to whom it shall be made available at the lowest possible rates and 
in such manner as to encourage the widest possible use. 

(6) In the event project power is sold to any purchaser for resale, contracts 
for such sale shall include adequate provisions for establishing resale rates which 
shall be fixed by the seller and which shall not only provide for passing on to 
the consumer savings in costs of generation, but shall also be promotional in 
character and designed so far as practicable to result in periodic rate reductions : 
Provided, That such contracts shall be for a period of time not exceeding twenty 
years. 

(7) In contracting for the disposition of project power a reasonable portion 
of the power capacity and a reasonable portion of the power output shall be made 
available for use within the economic market area in neighboring States; and 
the designated New York agency shall cooperate with appropriate public agen- 
cies in neighboring States to insure compliance with this requirement. Com- 
mitments shall be so made as to provide and allow for a determination of dis- 
putes as to apportionment of project power among such States, whereby the 
Governor of any State, believing that his State is or may be denied its fair share, 
may make complaints to the Federal Power Commission which, after due notice 
to all States which may have an interest in the availability of project power 
and opportunity to them for hearing under the Commission’s Rules of Practice 
and Procedure, shall determine reasonable and practicable arrangements 
whereby, and the extent to which, project power shall be made available in the 
public interest to purchasers in such States. Such determination shall be final 
and binding in the operation of the project except as it may be thereafter re- 
vised in further proceedings before the Federal Power Commission. 

(8) If and when a northeastern power pool for the coordinated disposition of 
power in the Northeastern States is created or provided for by legislation here- 
after enacted by the Congress, or by a compact adopted by the States concerned 
and approved by the Congress, arrangements shall be made by the licensee for 
the coordinated disposition of the power produced by the project hereby author- 
ized together with that of such pool. 


CONFLICT WITH FEDERAL POWER ACT 


Sec. 5. In the event of any conflict between the provisions of this Act and 
the provisions of the Federal Power Act, the provisions of this Act shall govern 
in respect of the project herein authorized: Provided, That nothing in this Act 
shall be construed as affecting any valid existing rights under licenses hereto- 
fore issued pursuant to the provisions of the Federal Power Act. 


SHORT TITLE 
Sec. 6. This Act may be cited as the “Niagara Redevelopment Act of 1954”. 


The CHarrmMan. We will be honored by hearing the Senator from 
New York at this time. 

Do you have a prepared statement, Senator? 

Senator Lenman. I have. 

The Cuatmman. If you have copies enough to give to members of 
the committee, it will make it a little easier. 

Thank you. 


All right, you may proceed, 
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STATEMENT OF HON. HERBERT H. LEHMAN, A UNITED STATES 
SENATOR FROM THE STATE OF NEW YORK 


Senator Lenman. Mr. Chairman, first I want to thank the com- 
mittee for permitting me to appear before them today. I appear here 
in behalf of my own bill, 8. 2966, which is pending before this com- 
mittee, for the public development of the hydroelectric potential of 
the Niagara River under the terms of the Canadian-United States 
“— “aty of 1950. 

2966 is a modified version of a bill on the same subject, S. 1851, 
whic ‘h I introduced last year; it covers the same ground as bills which 
I introduced in previous sessions of Congress, and on which hearings 
have been held in the past. 

There are pending before this committee four major proposals, 
presenting four separate alternatives. Briefly they are: 

The Dondero bill, similar to the Capehart bill, already passed by 
the House, providing for an outright turnover of the Niagara re- 
sources to private interests, to a private utility combine; 

The Ives-Becker bill, the Dewey plan, which provides for an out- 
right turnover of the Niagara resources, without congressionally 
specified safeguards, to the State authorities of New York; 

The Case bill, which strikes down the reservation in the United 
States-Canadian Treaty and abdicates congressional jurisdiction over 
the Niagara resource, passing the buck to the Federal Power Com- 
mission ; and 

Finally the Lehman-Roosevelt bill, S. 2966, which provides for New 
York State construction, ownership and operation, but with adequate 
safeguards, specified by Congress, to insure that the maximum benefits 
of low-cost Niagara power w vill be passed on to the consumers of New 
York State and of adjacent States, and that the national interest in 
this resource will be protected. 

I am opposed to each and all of the first three proposals on the 
grounds that the first is an outright giveaway of a public resource 
completely inconsistent with national interest and policy; while the 
second two proposals are disguised and modified versions of the same 
thing—a giveaway without adequate protection of the public interest. 

The chief beneficiaries under each of the first three plans would be 
the private utilities and not the public. 

The obligation of Congress, under the terms of national policy bi- 
partisanly deve sloped over the past 50 years, is to make such disposition 
as to insure that the benefits from this public resource will be dis- 
tributed as widely as possible among the people, the consumers of the 
area involved. 

The way that has been developed to achieve this purpose is princi- 
pally two-fold: First, by establishing a preference in availabilty of 
project power for public agencies, such as municipally owned 
utilities and for nonprofit bodies such as rural electrification co-ops; 
and second, by insuring low transmission costs by establishing the 
authority for publicly constructed transmission lines to load centers 
where needed. 

These ways have been developed through years of Federal legisla- 
tion dating back to 1906. 
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The preference clause is what President Franklin Roosevelt once 
alled the bireh-rod in the closet, the public yardstick for insuring 


competitive rates and progressively decreasing rates. 


The transmission line provision is likewise designed to guarantee 
low rates, using the public authority to build transmission lines only 
where necessary to assure the avail ibility of the power to areas where 
t is needed, and at reasonable costs. 

[hese are among the chief issues before this committee. The com- 
nittee must first, of course, decide the overriding question—whether 
to give this resource away to a private utility combine. 

[f, as I confide ntly expect, this question is decided in the negative, 
his committee must then address itself to the legislative formula 
which will insure the most adequate protection of the public interest. 

That formula, included in 8S. 2966, is not a new one. It is the prod 
uct of a half-century of legislative development in this field. I trust 
that this committee will not throw it overboard and return to the 
period of nab and grab by selfish power interests. 

Mr. Chairman, I was the first one to introduce a bill in the Senate 
on the subject of Niagara power. Congressman Roosevelt introduced 
a companion measure in the House, and we have acted together on 
this matter ever since. That was in 1950, shortly after the treaty 
vith Canada was concluded, making the waters of the Niagara avail- 
able for power purposes. 

When our first proposal was introduced and the first hearings were 
held by the House Public Works Committee, in 1950, there was almost 
no opposition to it. It was the only legislative proposal pending. It 
was considered so inconceivable at the time that this great public re 
source should be given away to private enterprise that no legislative 
proposal for such a giveaway was even prone e wt 

When the first Senate hearings were held in 1951, my bill, the so- 
called Lehman-Roosevelt bill, was endorsed ly the Departments of 
Defense, Agriculture, and Interior, by the Army engineers, the Fed- 
eral Power Commission and the Rural Electrification Administra- 
tion. It was also endorsed by numerous farm, labor, consumer and 
municipal organizations. It was also endorsed by numerous public 
officials in Néw York State, including the then borough preside nt of 
Manhattan who is now mayor of New York City, Robert F. Wagner. 

Now, I want to recall one other bit of history, which may cast some 
light on the present legislative controversy and which may help clear 
up a current misapprehension about my proposal. 

I originally drafted my bill in consultation with the members of the 
New York State Power Authori ity, then as now under the administra- 
tion of Governor Dewey, and in consultation with the interested 
branches of the Federal Government. 

The Federal agencies strongly favored a Federal development, with 
Federal ownership of the power facilities. 

As a former Governor of New York State, who has always been 
very sensitive to proper State’s rights, and as one who felt that in this 
particular case New York State was fully qualified, by State law and 
tradition, to handle this development, in the national interest and in 
the public interest, I fought for a plan whereby the State and not the 
Federal Government would own an operate these facilities, but with 
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the binding safeguards of the Federal interest, of the interests of the 
adjoining States and, above all, of the interests of the consumers. 

Insofar as it was a State plan, it was a new plan, although it was 
patterned in some respects after the St. Lawrence plan worked out in 
the thirties between the Federal Government and the State of New 
York for the power development on the St. Lawrence River. 

I recall that I had considerable difficulty selling my Niagara plan, 
my State plan, to the Federal agencies. In the end, I had to appeal to 
President Truman, who finally instructed the Federal agencies to sup- 
port my bill, although it was for State and not Federal ownership. 

Nevertheless, Governor Dewey who, beginning in 1951, assumed a 
critical attitude toward my bill, labeled it a “Federal plan,” because 
it provided for original construction by the Army engineers, with sub- 
sequent transfer of the facilities to the State of New York. This was 
a misnomer, which I resented. 

This year, Mr. Chairman, I revised my bill, to eliminate any pos- 
sible basis for misunderstanding and to eliminate the need for any 
Federal appropriatien, to provide for original State construction as 
well as subsequent State ownership and operation. On February 17, 
I introduced S, 2966, and Representative Roosevelt introduced at the 
same time a companion measure in the House, H. R. 7954. 

The objectives of my bill, although I think its terms are strength- 
ened and perfected in its new version, are the same as in the previous 
versions, to fulfill the obligations assumed by the United States under 
the treaty with Canada and the reservation thereto approved by the 
Senate at the time, and further, to safeguard the development of our 
share of the Niagara waters in the interest of all the people of the 
United States. 

Now, Mr. Chairman, I would like at this point to go back to the 
most recent consideration which this committee gave the Niagara de- 
velopment. That was about 8 months ago, in the waning days of the 
last session, when Governor Dewey testified before this committee in 
a hearing which was confined to testimony by him. There was little 
opportunity by members of this committee, as constituted last year, 
to question Governor Dewey on his testimony. There was no oppor- 
tunity for those who took a viewpint different frm Governor Dewey’s 
to present their comments upon his testimony or their views on the 
pending matter. 

Now I, of course, welcome and wholly subscribe to Governor 
Dewey’s stated opposition to a private development, to a giveaway of 
the Niagara resources to private interests. It would be unconscionable 
and, to me, inconceivable. Governor Dewey and I stand together—I 
hope—in this regard. 

But I do not stand with Governor Dewey. I strongly oppose Gov- 
ernor Dewey in his advocacy of a plan to hand over this great public 
resource to his New York Power Authority, without safeguards of 
the interests of the people and the consumers of New York State and 
of adjacent States. 

Congress owes an obligation to itself, to the Nation and to the 
people of the area to insist on such safeguards. 

I will go into that in a moment. 

But I should like at this point to ask permission to insert into the 
record of these hearings a set of comments prepared by my staff under 
my direction, an analysis of the testimony presented by Governor 
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Dewey before this committee last summer. This analysis brings out 
iat I deem to be errors in fact and wholly erroneous cone lusions 
drawn by Governor Dewey. 

[ think the committee should have available such an an: ilysis, and 
| ask unanimous consent to have it inserted in the record of these 
hearings at this point in my remarks. 

It should be borne in mind that where the attached statement 
refers to S. 1851 and H. R. 5066 reference should now be made to 

e new bills, S. 2966 and H. R. 7954, which we introduced this year 

yre pli ice S. 1851 and H. R. 5066, respec tive ly. 

lhe CuarrMan. Is there any objection ? 

Senator Case. Mr. Chairman, reserving the right to object, and, 

course, I shall not object, Senator Lehm: an, what is the essential 

ference between S. 1851 and S. 2966 ? 

Senator Leuman. The essential difference, I think I covered that 

the early part of my remarks, is that in our original bill we gave 

responsibility for building the facilities on the Niagara to the 
\rmy engineers, with a provision that they be sold to the State of 

w York, against payment of the costs. In other words, the original 
responsibility of construction would have rested with the Federal 
Government through the Army engineers. 

Senator Case. Is that the only difference ? 

Senator Lenman. The financing, the original financing, would have 
rested with the Federal Government. 

Senator Casg. Is that the only difference ? 

Senator Lenman. That is the main difference. 

Senator Casr. To that extent, then, with that possible exception, 
any objection which— 

Senator Leaman. I didn’t understand that. 

Senator Case. With that difference, then, or with that exception, 
any arguments which Governor Dewey presented against S. 1851 
would apply to S. 2966 ? 

Senator Lenman. We had in the original bill certain safeguards 
based on the power policy of the United States. We have strengthened 
those safeguards in the present bill, but Governor Dewey wants no 
safeguards at all. He wants the Federal Government to turn this 
thing over lock, stock and barrel. 

Senator Casr. I am not interested in the merits of his argument, 
but I just want to make it clear that whatever he said would be appli- 
cable to S. 2966. 

Senator Lenman. Yes. 

Senator Casr. You are asking to have inserted here an analysis of 
his remarks, and I am wanting to know if they will be as pertinent to 
S. 2966 as they were to the other bill. 

Senator Lenman. I think they would. 

Senator Casr. I have no objection. 

Senator Lenman. I think they would. 

The Cuatrman. If there is no objection, the comments will be 
inserted at this point in your testimony. 

(The analysis refer red to is as follows :) 


Tue Power PorentTraAL AT NIAGARA FAaLLts—TESTIMONY OF GovERNOR DEWEY 
BEFORE SENATE COMMITTEE ON PUBLIC WORKS 


Mr. LEHMAN. Mr. President, on July 23 the Senate Public Works Committee 
held a special hearing on the proposal to turn over the power potential of 
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Niagara Falls to five private power companies. ‘This proposal had already been 
approved in the House and was awaiting action in the Senate committee. 

At that hearing Gov. Thomas E. Dewey, of New York State, testified. While 
the burden of Governor Dewey's testimony was in opposition to the private 
power grab bill, he also made a number of points in support of a public-power 
program, which has been called the New York plan. My staff has made an 
analysis of Governor Dewey’s testimony which has undertaken to outline certain 
facts and observations pertinent to statements made by Governor Dewey. I 
ask unanimous consent that this analysis be printed in the body of the Recorp. 

There being no objection, the testimony was ordered to be printed in the 
Recorp, as follows : 


“MEMORANDUM IN REGARD TO TESTIMONY OF GOVERNOR DEWEY ON THE NIAGARA 
FALLS PROJECT AT SENATE HEARINGS OF THE COMMITTEE ON PUBLIC WORKS, 
JULY 23, 1953 


“Gov. Thomas E. Dewey testified for nearly 2 hours July 23 at the first Senate 
hearing held by the full Committee on Public Works to consider the project for 
development of over 1,250,000 kilowatts of low-cost hydroelectric power at 
Niagara Falls. 

“This development was made possible by agreement with Canada on increased 
diversions of Great Lakes boundary waters flowing through the Niagara, obtained 
under the Niagara Treaty, negotiated in the Truman administration and approved 
by the Senate August 9, 1950. 

“Three conflicting measures to authorize the development of the United States 
share of the additional water to be diverted under the 1950 treaty have been 
offered in the 83d Congress. 

“The Lehman-Roosevelt bill would provide for public development of all the 
remaining power on the Niagara River and for the construction of remedial 
and control works to enhance and preserve the scenic spectacle at Niagara Falls. 
Under provisions offered by Senator Lehman as an amendment to the original 
bill, a Government corporation would plan and build the works and finance the 
development as a self-liquidating project, by issuance and sale of bonds, rather 
than by congressional appropriations. The Lehman-Roosevelt bill provides fur- 
ther for transfer of the power facilities at cost to a public agency of the State 
of New York, subject, however, to full compliance by the State agency with 
congressional safeguards for domestic and rural consumers, municipalities, rural 
electric cooperatives, Federal defense plants, and other consumers in New York 
and neighboring States. This bill was recommended for passage in the last 
Congress by the Bureau of the Budget, the Departments of Defense, Agriculture, 
and the Interior, the Rural Electrification Administration, the Corps of Engi- 
neers, the Federal Power Commission, and the principal consumer agencies. 

“In his testimony July 23, Governor Dewey denounced the Lehman-Roosevelt 
bill as a ‘new kind of monstrosity’ which would lead to ‘Federal control and 
ultimate destruction of private enterprise.’ The Governor said he would not 
discuss his objections to the bill in detail ‘because it hasn’t a Chinaman’s chance 
of passing at this session’ of the 88d Congress. He did, however, single out for 
attack the provisions of the Lehman-Roosevelt bill setting up the usual congres- 
sional safeguards for consumers. The Governor drew the issue squarely against 
any action by Congress to prescribe such consumer safeguards for the genera- 
tion, transmission, and sale of Niagara power. 

“The Dondero-Martin-Capehart-Miller bill was offered by Republican Mem- 
bers of the House and Senate early in the new Congress and passed the House 
July 9, with the support of 26 of the 27 Republican Members from New York 
State. The bill provides for the planning and construction of all the works 
covered in the Lehman-Roosevelt bill by directing the Federal Power Commis- 
sion to issue a license for the Niagara development ‘by private enterprise.’ A 
combination of five private utility corporations in New York State, headed by 
Niagara Mohawk and Consolidated Edison, has already been formed for this 
purpose. 

“In his testimony July 23, Governor Dewey opposed the private development 
bill as a measure that would ‘rob the people of New York’ (transcript p. 71) 
and condemned its passage as a violation of platform pledges upon which Mem- 
bers of Congress from New York have been elected (transcript pp. 29, 30). 
He held out the assurance to the private utilities and to the backers of the 
private development bill, however, that under his plan, Niagara power, once 
publicly developed, will be sold to the utilities at the bus-bar, without the re- 
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trictions imposed by the usual congressional safeguards, and will be trans- 
mitted and distributed to the ultimate consumers ‘by free enterprise.’ 

“The Ives-Becker bill was strongly endorsed by Governor Dewey in his testi- 
ony July 23. This measure was introduced in this Congress after the close 
of hearings held May 14-15 on the private development bill. It would simply 
lirect the Federal Power Commission to issue a 50-year license to the Power 
\uthority of the State of New York at Albany for construction and operation 

the project. Since its reorganization by Governor Dewey in 1950, the State 
Power Authority has announced a new program, the ‘New York plan’ for de- 

ering the power of both the Niagara and the St. Lawrence as the bus-bar for 
transmission and sale by the private utilities. In his testimony July 23, Gov- 
rnor Dewey strongly urged the passage of the Ives-Becker bill in order to carry 
it the ‘New York plan.’ He opposed the construction of public transmission 
nes to deliver Niagara power to load centers. With equal vigor he attacked 
the policy laid down by Congress in all previous bills authorizing Federal power 
jects, namely, that public and cooperative agencies shall have first access 
to power publicly developed by use of the public waters of the United States. 

‘In this support of the Ives-Becker bill, Governor Dewey again and again 
eturned to the claim that the concept of that bill and the ‘New York plan’ 
for sale of the power at the bus bar has for many years been endorsed in Demo- 
cratic as well as Republican platforms in New York State, and by Democratic 
is well as Republican governors of the State. Indeed, he asserted that the 
plan he is urging for the Niagara development and the principles embodied in 

e Ives-Becker bill have had the support of every President of the United 
States, regardless of party, for the last 30 years, 

‘It is necessary to relate these and other points made by Governor Dewey 
to the record of Federal and State action on the Niagara question if the full 

port of the Governor’s testimony is to be understood. Pertinent facts from 
this record are produced below in connection with the Governor’s statement of 
July 23.” 

The numbered paragraphs 1 to 23, inclusive, are summarized or directly quoted 
from the transcript of Governor Dewey’s testimony. 

“1. It was Al Smith’s position that, after it was publicly developed by the 
State of New York, Niagara-St. Lawrence power ‘should be distributed by 
private companies so as to preserve and strengthen private enterprise.’ 
(Transcript, pp. 12, 13. 

“In a special message to the New York Legislature, March 5, 1923, Governor 
Smith said: 

“The Niagara River on the west and the St. Lawrence on the north furnish 
power possibilities of immense value. * * * The State should develop these 
power resources on these rivers and transmit energy created thereby to every 
municipality over transmission lines owned and controlled by the State * * * 
Pending the development of all these powers, existing transmission lines should 
be declared common carriers by law and compelled to transmit electrical en- 
ergy at a reasonable price.’ 

“In addition to recommending the construction of public transmission lines, 
which Governor Dewey condemns, Governor Smith also advocated giving to 
each community the right to determine whether it should be served by a public 
ra private utility plant. In a public statement at Albany, February 3, 1926, 
Governor Smith cited the fact that Niagara power was then being publicly de- 
veloped on the Canadian side of the river by the Hydro-Electric Power Com- 
mission of Ontario, and was being publicly transmitted and distributed ‘to the 
average householder at ‘one-half the cost to the householders of our State.’ 
While he did not advocate retail distribution of electricity by a State agency, far 
from joining in Republican proposals for Niagara-St. Lawrence development, as 
claimed by Governor Dewey, Governor Smith vigorously opposed the State Re 
publican platforms and candidates on the power issue from 1918 to 1928. In 
an address at Rochester, October 18, 1926, Governor Smith said: 

“*The greatest single issue in this campaign is that of the State’s policy with 
regard to the development of our water power resources, * * * 

“*A very apparent lack of understanding on the whole subject of the people 
generally has made it easy in the past for public officials who do not hold very 
strong views on the necessity for conservation of natural resources to turn them 
over to private individuals for private profit and private gain.’ 

“2. ‘This policy of the State of New York is by no means unique. The 
great struggle between 1900 and 1920 of which Charles Evans Hughes and 
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Theodore Roosevelt were such vigorous leaders, involved the basic ques- 
tion as to who owns the water power and how it should be developed. 
That struggle was settled presumably in 1920. * * * In 1920 power was 
given to the Federal Power Commission to determine how the power from 
navigable streams should be developed, and that act was passed by a Re- 
publican Congress and signed by a Democratic President’ (transcript, pp. 
15, 16). 

“Throughout his testimony Governor Dewey referred to the ‘Federal Power 
Act of 1920’ in contending that it had been the policy of both parties in New York 
State and the policy of all Presidents ‘for the last 30 years’ to have the Federal 
Power Commission determine how the power from navigable streams should be 
developed, without further action by the Congress. 

‘In a report to the Governor and the legislature January 15, 1931, the St. 
Lawrence Power Development Commission of New York stated: 

“ ‘Ever s.nce the enactment of the Federal Water Power Act of 1920 the State 
of New York has consistently and vigorously asserted its rights as a sovereign 
State and the unconstitutionality of the Statute’ (p. 180). 

“Charles E. Hughes, prior to his return to the United States Supreme Court 
as Chief Justice, was retained by the State of New York upon the appointment 
of Governor Smith in 1925 to challenge the constitutionality of the act (p. 181). 

“The contention that the Congress in 1920 surrendered to the Federal Power 
Commission its constitutional power ‘to determine how the power from navigable 
streams should be developed,’ without further recourse to action by the Congress 
itself to authorize such projects, is contradicted by the record of licenses actually 
issued by the Commission during the Harding, Coolidge, Hoover, Roosevelt, and 
Truman administrations, as compared with the project authorizations made by 
the Congress over the same period. 

“From 1921 to 1936, inclusive, the Federal Power Commission issued only 63 
licenses for projects of over 2,500 kilowatts, and from 1937 to 1951, inclusive, only 
47 licenses. Many small projects and projects already constructed before 1920 
are included. Beginning in 1928 with the Boulder Canyon Project Act, the Con- 
gress specifically authorized the major water-power developments now in being 
in the United States, or under construction, including the Hoover Dam, the 
Parker Dam, and the Davis Dam on the Colorado River, the Bonneville, Grand 
Coulee, McNary and Chief Joseph Dams on the Columbia, all the projects of the 
TVA on the Tennessee and its tributaries, the Missouri Valley projects, and other 
developments in the Southwest and the Southeast. In al! of these authoriza- 
tions, the Congress recognized that it had not relinquished its jurisdiction to the 
Federal Power Commission and provided specifically in each act that consumer 
safeguards and preference to public and cooperative agencies should be provided 
in the transmission and sale of the power, safeguards which the Federal Power 
Commission has been unable to enforce under the terms of the Federal Power Act. 

“3. ‘All I really ask you to do is to leave us alone and restore the historic 
Federal Power Act of 1920 to its previous glory’ (transcript p. 25). 

“4. ‘It (authorization of Niagara project by specific act of Congress) 
would set the precedent for dumping into Congress a controversy over every 
power development in the United States, and would practically repeal the 
Federal Power Act if this new practice should become adopted’ (transcript, 
pp. 30,31). 

“The same comments as those made on point 2 above apply to these statements 
of Governor Dewey. 

“5. ‘Governor Dewey. In short, I object to it (the Lehman-Roosevelt bill) 
because it provides a new kind of monstrosity—Federal invasion with Fed- 
eral preference and Federal control and ultimate destruction of private 
enterprise ; and I am against it very, very strongly * * *. I am sure Senator 
Lehman will disagree with my characterization. 

“Senator LeuMAN. I will, and I hope to have an opportunity to answer it 
immediately after the conclusion of Governor Dewey’s testimony (transcript, pp- 
26, 27, 28). 

“Governor Dewey’s attack July 23 on the consumer safeguard provisions of 
the Lehman-Roosevelt bill closely follows the line taken by his 1950 appointees 
to the New York State Power Authority, at the Senate hearings held in 1951 on 
the Lehman, Ives, and Capehart bills, before a subcommittee of the Committee 
on Public Works. 

“At the 1951 hearings it was the Ives bill, not the Lehman bill, that was pre- 
sented as ‘a new kind’ of approach to the authorization of river development 
projects. 
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“The same argument was made then, as by Governor Dewey July 23, that Con- 
’ vress should exempt the Niagara development from the consumer safeguards 
a et up by the Congress in the Flood Control Act of 1944 and many other statutes ; 

d that these safeguards should, in effect, be bypassed and nullified, so far as 
power consumers in the Northeast are concerned, by having the Congress direct 
Federal Power Commission to issue a 50-year license to the State Power 

\uthority as provided by the Ives-Becker bill. This would leave Niagara power 

en to licensing by the Federal Power Commission under the terms of the 
ederal Power Act, giving that act a dominance and the Commission a power 
of decision contended for by Governor Dewey in his testimony July 23. 

The Federal Power Act contains no specific safeguards applicable to such 
basic requirements of a genuine public power project as the provision of trans- 

ssion lines to load centers and the control of intrastate rates to consumers, 

has been because of these limitations in the Federal Power Act, conceded by 
embers of the Commission itself, that the Congress in the last 25 years has 
ecifically authorized scores of river development projects, leaving no discretion 
the Federal Power Commission under the Federal Power Act in the disposal 
the power, and in each instance setting up definite congressional safeguards 

r the benefit of power consumers in the project area affected. 

In the record of the Senate hearings of August 21, 1951 on the Lehman, Ives, 

d Capehart bills on the following passage appears: 

“*Senator McCLeLLan (chairman, Senate subcommittee). The Federal power 

icy is set by the act of 1944 (Flood Control Act) * * * and it does grant 
preference to co-ops, municipalities, and Government plants. 

“‘Mr. Burton (chairman, New York State Power Authority). I ask your com- 
nittee to consider a revision of that policy as it affeects— 

“‘Senator McCLeLLtan. The Ives bill, according to your interpretation of it, 
would bring about a revision of that policy insofar as this project (on the 
Niagara) is concerned. 

‘Mr. Burton. Yes. And I say that in certain areas.’ (Hearings, p. 114.) 

In the record of the Senate hearings for August 22, 1951, the discussion on 
this point continued : 

‘Senator McCLetLan. I read into the record section 5 of the 1944 Flood Con- 

rol Act. ° * © 

According to my interpretation, that is the national power policy of this 
Government. * * * I think it does absolutely give a preference to cooperatives 

nd municipalities. I think they are preference customers under the present 
national policy. * * * 

I think that is the policy and if it (the Niagara project) is constructed un- 
der the Lehman bill, as it is now before us, I think the Lehman bill in the distri- 
bution of the power, would substantially, if not wholly, conform to existing 
national policy.” (Hearings, pp. 124-125.) 

‘*Mr. Burton. The Ives bill calls for and mandates upon the Power Authority 
of the State of New York that we shall take a license from the Federal Power 
Commission and it says we shall observe the Federal Power Act. 

‘The one thing we ask is that we be relieved from the Federal policy repre- 
sented in the Flood Control Act in the matter of preference.’ (Hearings, p. 130.) 

“6. ‘Preference means whoever will set up a municipally owned plant, or 
has a cooperative, gets a preference on the use of the public power; and then 
you have to build a line to them to deliver it to them.’ (Transcript, pp. 
39, 40.) 

“7. ‘It [the preference clause] is entirely inapplicable in New York, be- 
cause we are fairly fully developed, and we have adequate transmission lines 
to every corner of the State and every spot in the State.’ (Transcript, pp. 
89, 40.) 

The policy of guaranteeing first access to power publicly developed from 
public water power resources to municipal, cooperative, and other nonprofit 
agencies was first adopted by Congress in the Reclamation Act signed by Presi- 
dent Theodore Roosevelt in 1906. It was also embodied in the Boulder Canyon 
Project Act signed by President Coolidge in 1928, under which the Hoover Dam 
was built, in the Bonneville Act of 1935, in all reclamation acts since 1906, and 
section 5 of the Flood Control Act of 1944, applying generally to projects 
it by the Corps of Engineers. 

‘The so-called preference to public bodies and cooperatives has not in fact 
meant the building of transmission lines generally to all such customers. The 
full maintenance of the right of these agencies to access to public power, how- 
ever, has proved essential to such agencies in obtaining power at wholesale at 
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reasonable competitive rates. (Report of the President’s Water Resources 
Policy Commission, vol. I, p. 229.) 

“The contention that New York State now has adequate transmission lines 
to carry power to every corner of the State is contradicted by all the engineering 
reports heretofore made by State and Federal agencies on the Niagara-St. Law- 
rence developments. The Power Authority of the State of New York itself in 
its annual report dated May 16, 1939, and the Federal Power Commission in its 
report on the Niagara project dated September 28, 1949, concurred in the find- 
ing that new main transmission lines must, in any event, be built to carry such 
large blocks of power as will be made available by the Niagara-St. Lawrence 
developments. The engineers of both agencies found that large savings for con- 
sumers would result if these lines were publicly financed, constructed and op- 
erated. 

“In a message to the New York legislature on January 5, 1949, Governor Dewey 
himself recommended the construction of public transmission lines by the power 
authority in connection with the proposed St. Lawrence development, indicat- 
ing the view he then held of the need for such facilities. The Power Authority 
Act should be amended, the Governor said in his 1949 message, and ‘the author- 
ity should be empowered to construct transmission lines where needed to bring 
this great supply of power to the load centers.’ 

“A bill to carry out this recommendation passed the State senate without op- 
position on February 22, 1949. It was, however, later drastically modified by 
administration leaders in the assembly and passed both branches in an emas- 
culated form on March 23, 1949, becoming law by approval of the Governor on 
April 16, 1949. 

“In his testimony July 23, the Governor described the 1949 amendment, as 
finally adopted, as one that permits the power authority ‘to build transmission 
lines, but only in the event that there are no private transmission lines, and 
private power companies refused to do so.’ (Transcript, pp. 13, 14.) 

“8. ‘One of my first acts as Governor was to ask the legislature for author- 
ity to charge the Niagara-Hudson Co. for 20,000 cubic feet a second, which 
it was diverting from the Niagara without payment, and had been so doing 
for many years. The legislature passed that law and we started collect- 
ing for that diversion of power for the first time in the history of the State 
of New York.’ (Transcript, pp. 17 and 18.) 

“The New York State Water Power and Control Commission conducted hear- 
ings on October 5, 1948 to determine the amount of the rentals to be paid there- 
after by the Niagara Falls Power Co., a Niagara-Hudson subsidiary, now merged 
with Niagara Mohawk, under the 19438 act referred to by Governor Dewey in his 
testimony. The commission reported that, under action taken during the Leh- 
man administration, the company was already paying $400,000 a year on the di- 
version of 4,900 cubic second-feet and about $800,000 a year on 12,500 cubic 
second-feet then being diverted under temporary permits from the Federal Power 
Commission for the period of the war emergency. (Report of the power au- 
thority for 1943, p. 72.) These rentals antedated and exceeded in gross amount 
the rentals obtained under the act of 1943. 

“It should be noted that, while insisting on the right of the State to collect 
rentals from the private use of Niagara water, Governor Lehman consistently 
recommended the public development of Niagara power. (Message to the leg- 
islature, January 14, 1941. In his message of January 6, 1943, recommending 
rentals on the use of 15,100 cubic second-feet of Niagara water, Governor Dewey 
did not outline any program for public development of the Niagara. His first 
message recommending such a policy was submitted at the January 1951 session 
of the New York Legislature. 

“9. ‘In 1931 our law was so amended that no private company may ever 
again have a license from the State of New York to divert water from the 
Niagara River for private development * * *,. That has been the law 
for 22 years.’ (Transcript, p. 42.) 

“10. ‘This is the last piece of waterpower on the North American conti- 
nent undeveloped. All of the others have been developed by public funds 
and under public sponsorship.’ (Transcript, pp. 45, 46.) 

“11. ‘All the developed waterpower in America pays no Federal taxes, no 
State taxes, and no local taxes. There may be a minor exception here and 
there. There are very small minor developments which may pay some.’ 
(Transcript, p. 58.) 

“The above statements are so patently in error that they will no doubt be 
«corrected in revision of the transcript for the printed hearings. 
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Che 1931 Power Authority Act was not amended to include the Niagara 
ower development under the jurisdiction of the authority to construct a project 
ntil 1951. 

“The Niagara power resource is by no means the last undeveloped water- 

wer in the United States. Many such resources now await development on 

. Columbia and its tributaries, including the Snake, and in other river basins 
»f the United States. 

“As pointed out by Senator Bush at the hearing, many private waterpower 
rojects have been licensed by the Federal Power Commission and pay taxes. 
In addition, many of the large public power projects, Federal, State and munici- 
nal. including TVA, annually make payments and render important services to 
iational defense and other Government agencies and facilities in lieu of taxes. 

“12. ‘State development of the Niagara under the Ives-Becker bill would 
have approximately $31 million a year as compared with the private devel- 
opment scheme.’ (Transcript, p. 55.) 

“13. ‘It would cost the people served by Niagara power $1,555,000,000 
more over 50 years under the private development bill than if the State is 
allowed to develop it in accordance with the universally agreed objective 
of both parties, the laws of the State, the Presidents, and the Congress prior 
to this peculiar amendment which singled us out for some peculiar retribu- 
tion which I do not believe our citizens have earned.’ (Transcript, p. 64.) 

“A saving of $31 million a year under the New York plan and the Ives-Becker 
bill for the Niagara development would be scarcely reflected in the bills of over 
1,500,000 power consumers of all classes in New York State if only the savings 
n generating costs are to be passed on to consumers. Annual revenues collected 
by the private utilities in New York State amount to about half a billion dollars. 
Even if applied to domestic and rural consumers alone, savings of $31 million 
i year would be translated into small fractions of a cent per kilowatt-hour. In 
the Pacific Northwest, under the TVA, in the Southeast, and in other areas 
vhere congressional safeguards have been enforced in.the generation and trans- 

iission of public power, reduction in rates for ultimate consumers have ranged 
as high as 50 percent. 

“14. ‘So long as all power is distributed, and the complicated job. of deal- 
ing with the public and maintaining these transmission lines, and the water 
and electric matters in the homes, and the distribution to the factories, and 
the immensely difficult problem of this distribution of the load * * * and 
the immense free enterprise companies that turn out electrical equip- 
ment * * * so long as all of that remains in private hands I do not fear the 
public development of the waterpower that belongs to the people, so long 
as it is distributed by free enterprise I should fear for it if the distribution 
got into the hands of Government.’ (Transcript, p. 52.) 

“There are about 50 municipalities in New York State which presently engage 
n the public distribution of electricity. Many of these cities furnish electricity 
for street-lighting and lighting of public buildings. The city of New York 
maintains power facilities to supply a small part of the power required for the 
subway system. 

“The cities of Los Angeles, Cleveland, Seattle, Tacoma, and hundreds of others 
have for many years operated municipal electric plants, while enjoying steady 
growth in private enterprise. An overhelming majority of the cities of the first 
rank, including the city of New York, own and operate their municipal water 
Systems, 

“The American Public Power Association, representing municipal plants in 
New York and other States, and the National Rural Electric Cooperative Asso- 
ciation, have endorsed the consumer safeguard provisions contained in the 
Lehman-Roosevelt bill and opposed the withdrawal of the preference to public 
bodies and cooperatives envisioned under the Ives-Becker bill. 

“15, ‘Senator Morse. How do you propose to accomplish that (to give pref- 
erence to rural and domestic consumers) if it is your purpose to integrate 
the power, in other words, sell it at the bus bar to private companies? 
What control will you have over the private companies in the sales contracts 
to require that this preference be granted?’ 

““Governor Dewey. Of course, 98 percent of the consumers of New York 
State are serviced by private companies. Therefore the influence of this 
for the benefit of domestic and rural consumers will be felt in the rate 
structure. It is my expectation that by next January we will have prepared 
legislation to integrate the powers of the power authority with those of 
the public service commission.’ (Transcript, pp. 76 and 77.) 
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“As first adopted in 1931 and reenacted with amendments in 1939, 1949, and 
1951, the Power Authority Act contains a basic provision that ‘the rates, services, 
and practices relating to the generation, transmission, and sale of power to be 
generated from the project authorized by this title shall not be subject to the 
provisions of the public-service law nor to regulation by, nor the jurisdiction of 
the department of public service, but shall be regulated and determined under 
the provisions of the contracts entered into by the Authority.’ 

“Governor Smith, Governor Roosevelt, and Governor Lehman consistently 
supported this provision as the best available means of arming the power 
authority with bargaining power in negotiating resale rates with private utilities 
and of avoiding costly and long-drawn-out proceedings before the public service 
commission. Such proceedings in recent years have failed to result in any sub- 
stantial relief to the public in the form of rate reductions for power consumers 
in New York State. 

“In his first inaugural address January 1, 1929, Governor Roosevelt said: 

“Tt is also the duty of our legislative bodies to see that this power, which 
belongs to all the people, is transformed into usable electrical energy and dis 
tributed to them at the lowest possible cost. * * * No inordinate profits must 
be aliowed to those who act as the people’s agents in bringing this power to 
their homes and workshops. * * * I want to warn the people of this State 
against too hasty assumption that mere regulation by public service commissions 
is, in itself, a sure guaranty of protection of the interest of the consumer.’ 

“Again in a special message to the legislature on January 19, 1931, Governor 
Roosevelt stressed the importance of the power of the Authority to build trans- 
mission lines and to sell power to municipal plants if it was to negotiate con- 
tracts with the utilities in the public interest. The Governor said: 

“These two alternatives which the Power Authority would have in determin- 
ing the method of transmitting electricity are, of course, the only bargaining 
power in its possession in its negotiations with the present utility monopoly. If 
it did not have these alternatives the State would be at the complete mercy of 
the Niagara Hudson Power Co.” 

“The statement by Governor Dewey July 23 that the power to fix rates by 
contract, rather than by regulation, given to the power authority in 1931, is to be 
integrated with the regulatory powers of the Public Service Commission in leg- 
islation to be proposed next January raises a grave question as to whether the 
policy adopted in 1931 is to be reversed. Since its reorganization by Governor 
Dewey in 1950, the Public Service Commission has approved a series of large 
increases in the rates charged utility customers in New York State. 

“16. ‘On the Ives-Becker bill it is simply a reaffirmation of the traditional 
position of the country for the last 33 years, giving the States the preference 
as they have it under the Federal Power Act. * * * 

“*T point out that the Ives-Becker bill is the only bill in my opinion which 
is consistent with the party platforms of both parties for the last 30 years 
or with the law of the State of New York, or the position of all the Presidents 
of the United States for the last 30 years.’ (Transcript, pp. 44 and 45.) 

“The record does not disclose that any President of the United States has 
ever recommended that the undeveloped water power of the Niagara River 
should be licensed by the Federal Power Commission, without further action by 
the Congress, as contemplated by the Ives-Becker bill. 

“Neither Governor Dewey, as a candidate for President in 1944 and 1948, nor 
any other candidate of either party, has recommended such a policy on the 
Niagara development in a national presidential campaign. 

“The only Chief Executive who has dealt specifically with the Niagara de- 
velopment in recommendations to Congress was President Truman. In a mes- 
sage to the Senate on the Niagara Treaty of 1950 on May 2, 1950, and in supple- 
mentary recommendations submitted by the Bureau of the Budget in 1951, 
President Truman urged public construction of the project, with provision of 
public transmission lines to load centers and the full maintenance of other con- 
gressional safeguards for the benefit of power consumers in the Northeast. 

“So far as the party platforms of both parties in the State of New York are 
concerned, the planks adopted in the last State campaign were at wide variance 
in 1950 as in former years. 

“The last platform adopted by the Democratic Party in New York State, at 
the Rochester convention, September 6, 1950, declared : 

“We support the Lehman-Roosevelt bill for the public development of power 
on the Niaigara. 
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“*We denounce the plan fostered by the Republican Party to turn over the 
people’s power resources on the Niagara and the St. Lawrence for private gain 
by bus bar sales to a favored utility monopoly.’ 

“This platform plank among others on congressional issues, upon which 
Senator Lehman was reelected in 1950, further declared in favor of the reserva- 
tion to the 1950 Niagara Treaty, adopted by the Senate August 9, 1950, reserv- 
ing the right of the Congress to provide for redevelopment of the Niagara waters 
‘for the public use and benefit’ and providing further that no such project should 
be undertaken except upon specific authorization by act of Congress 

“17. The only reason this matter is before the Congress is that a rider 
was attached in 1950 by those who believed it was necessary to preserve 
action in the Congress so that the power of the Niagara should be developed 
publicly, either by the State or the Nation. It has curiously rebounded 
on those who put it in, because it is now being used as a means of trying 
to de'iver this power of the people of New York into the hands of private 
utilities for their exploitation.” (Transcript, p. 17.) 

“18. I believe that the Ives-Becker bill is sound, and in the public interest. 
It is consistent with the entire development by both political parties for 50 
years, and is the only manner by which it should be handled, unless the 
committee wishes to compromise and send the matter to the Federal Power 
Commission by the passage of a simple bill which in effect repeals the rider.” 
(Transcript, p. 71.) 

“19. Senator Ives preferred to handle it by the Ives-Becker bill, and that 
bill was introduced at the request of the power authority, and I am sup- 
porting that bill. * * * If the committee desires to restore the law to 
where it was; to restore the handling of these matters with the appropriate 
preferences for the States as the Federal Power Act has it, by simply the 
repeal of that rider, I should consider that a most appropriate compromise 
and a very sound restoration of our traditional policy.” (Transcript, pp. 
32, 33, 34, and 35.) 

20. After 20 years of great national debate, the Congress did in 1920 
pass the Federal Power Act, which transmitted that function (determining 
the method of development) to the Federal Power Commission, and this 
rider that was tacked on to the Niagara Treaty has resulted in a sort of 
sport or throwback to the ancient days in dumping on to the Congress the 
determination of a matter of this kind. 

“Senator Kucner. Could the Congress in your opinion eliminate that re- 
striction which was made a part of the treaty with Canada if it were so 
inclined ? 

“Governor Dewey. Yes, sir. I have a 1-page bill here which, if the Con- 
gress would pass it, would restore the matter to the Federal Power Com- 
mission, where I honestly believe it belongs.” (Transcript, pp. 32, 33, 34, 
and 35.) 

“As the above statements indicate, Governor Dewey strongly recommended in 
his testimony July 23 that the safeguarding reservation adopted by the Senate 
in approving the 1950 Niagara Treaty on August 9, 1950, be repealed. 

“The contention that this reservation opened the way for plans to provide for 
private development of the Niagara is directly contrary to the record. On May 
23, 1950, several months before the Niagara Treaty was reported from committee 
and before the reservation was adopted, the Niagara Mohawk Power Corp., in 
New York, notified the Senate Committee on Foreign Relations in writing that 
it proposed to apply for a license to the Federal Power Commission as soon as 
the treaty was ratified. (House hearings on H. R. 8348, 8ist Cong., 2d sess., 
p. 80.) Not until after the treaty was ratified and the reservation was adopted 
did Governor Dewey make any public statement indicating he supported public 
development of the Niagara. 

“The repeal of the reservation to the 1950 Niagara Treaty and the adoption 
of a general policy of referring all such projects for decision by the Federal 
Power Commission would, in fact, promote private development of waterpower 
resources and effectively bypass congressional safeguards for the benefit of 
consumers. 

“The provision of the Federal Power Act, granting a preference to State ap- 
plications over private applications, carries no authority to enforce congres- 
sional consumer safeguards even in the States which have created State agencies 
to participate in power developments. 

“Far from maintaining the general policy followed by the Congress for years 
in authorizing power developments by specific authorization, the repeal of the 
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1950 treaty reservation or the passage of the Ives-Becker bill would create a 
new precedent, endangering future development of power resources under ef- 
fective consumer safeguards. 

“In testifying in support of his bill in the last Congress at hearings of a sub- 
committee of the Senate Committee on Public Works, Senator Ives conceded 
that it was the purpose of his plan to set a new precedent. The following 
colloquy occurred in the hearings : 

“Senator McCLeLian. I have been thinking in terms of this legislation, that 
if this is sound legislation for New York, why should not my State take over the 
power dams in Arkansas that are being constructed by the Federal Government 
and thus operate them until they can pay them out of their own money? 

“*Senator Ives. Mr. Chairman, I think that would be a very appropriate thing 
for your State, and I think it could be done by some kind of an arrangement 
such as I am proposing here. * * * I mean, this might be a precedent. It 
might establish a pattern.’ (Hearings, 82d Cong., 1st sess., on S. 517, S. 1963, 
and 8S. 2021, pp. 41-42.) 

“Similarly, on February 28, 1951, Chairman Burton, of the New York Power 
Authority, testified before the House Committee on Public Works that the New 
York plan might well be adopted as a model throughout the country to pave 
the way for turning back to State control the Bonneville, Grand Coulee, Missouri 
Valley, and other projects built by the Federal Government. ‘I think our 
precedent would be a fine precedent,’ Chairman Burton testified, ‘and I would 
like to see all of the other States do it, either singly—as physical circumstances 
dictated—or in combination, with interstate compacts. That is good for this 
country.’ 

“‘Tf New York can get away with this,’ Representative Scudder, Republican 
member of the committee from California, commented, ‘I think it would be a 
starting point to see that every authority is liquidated in all areas * * * in 
order to get rid of the Washington domination over the lives of every individual 
in our country.’ (House hearings, 82d Cong., 1st sess., pp. 348-349. ) 

“21. ‘State development of the waterpower—which has already been ap- 
proved by this administration—which no one yet has accused of being 
socialistic—in the St. Lawrence River * * * this Senate has just rec- 
ognized is not socialism by passing the Markham Ferry bill for Okla- 
homa. * * * TI submit that the argument of socialism against private 
enterprise is a dead thing and not worth wasting any more time on.’ (Tran- 
script, p. 47.) 

“29 ‘Also to those who still have a lingering suspicion that this (the 
Ives-Becker bill) is socialism, I point out that if the State of New York 
develops this power they can be reasonably sure that it will never there- 
after be taken by the Federal Government for the purpose of launching a 
really big Socialist enterprise * * * then you will have a gigantic Socialist 
enterprise in which your free enterprise in the distribution of private power 
will be completely demolished.’ (Transcript, p. 52. 

“23. ‘On my trip to the Pacific I took a dictaphone machine. * * * I 
never used it in any country where it didn’t conk out on me at some time or 
other because the lights got dim and the power was too poor. In each of 
those countries the production and distribution of power has been taken 
over as a government function. If that should happen in this country I 
would have the most dismal outlook for the future.’ (Transcript, pp. 
§1, 52.) 

“The conclusion is inescapable from these and similar statements by Governor 
Dewey July 23, that, while he considers construction and operation of the 
Niagara powerplant by his State administration at Albany nonsocialistic and 
wholly unobjectionable, he sees a serious socialistic threat in any action by 
the Congress at Washington to maintain the usual safeguards for the benefit 
of consumers, municipalities, and local cooperative agencies in the Northeast, 
if these safeguards are applied to the transmission and sale of energy from the 
Government-built Niagara plant. 

“In his trip to the far Pacific, Governor Dewey apparently overlooked an 
outstanding example of efficient public generation, transmission, and distribu- 
tion of energy, through municipalities, cooperatives, and other local agencies, 
by the Hydro-Electric Power Commission of the Province of Ontario. It is 
this public agency of a Province under a conservative administration that is 
now developing the entire Canadian share of Niagara power across the river 
from New York State and publicly distributing the power over an immense area 
westward to the head of the Great Lakes.” 
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Senator Leman. May I explain to Senator Case that a little later 
in my testimony I will place in the record the explanation of the 
proposed safeguards in the State development of Niagara power, 
which are contained in the Lehman-Roosevelt bill, but I will put that 
n the record a little later. 

” Returning now to 8. 2966, my current Niagara bill pending before 
this committee, I should like to summarize it briefly. 

Section 1 of S. 2966 defines the purposes of the bill as being to 
preserve and enhance the scenic beauty of the Niagara with accessi- 
bility to the river shoreline for recreation ; to aid the national defense ; 
und to insure the most beneficial public use of the Niagara waters 
made available by the treaty for power, navigation, and flood control. 

Section 2 provides for United States construction of our share of 
the remedial works to protect the scenic spectacle of the Niagara Falls 
and River at an estimated cost of $10 million. 

Section 3 authorizes State construction of the power works to be 
built in New York, upon issuance of a license by the Federal Power 
(Commission, subject to the consumer safeguards set forth in section 4, 
to which I have already referred. 

This major power development will have an estimated installed 
capacity in excess of 1,500,000 kilowatts. Its construction cost of 
upward of $350 million will be financed wholly by revenue bonds to 
be issued by ‘the generating agency in a self-liquidating project requir- 
ing no appropr iations from the Federal Government or the State. 

All the Niagara bills now before the committee call for review by 
the Federal Power Commission of the plans for construction of the 
power project. I wish to emphasize, however, that S. 2966 is the only 
one of these bills that specifically authorizes the project in accordance 
with the treaty reservation. It is the only one of the bills that exer- 
cises the unquestioned jurisdiction of the Congress over these navi- 
gable boundary waters by prescribing the usual definite congressional 
safeguards as conditions to be included in any license issued by the 
Federal Power Commission. 

The safeguard provisions to which I refer are contained in section 4 
of the bill. They are closely similar to the terms of the safeguards 
repeatedly adopted by the Congress in authorizing scores of major 
projects now in successful operation on the great rivers in other sec- 
tions of our country. 

I consider these safeguard provisions absolutely essential if the 
5 million customers for electric service in New York State, and con- 
sumers generally in neighboring States, are to enjoy the full benefits 
that should flow to them from the development of this tremendous 
public resource on the Niagara River. 

At this point in my statement I should like to insert for inclusion 
in the hearings a brief history of consumer safeguards as advanced by 
Governors Smith and Roosevelt and by myself at the time I was 
Governor. 

I take some pride in being one of the Governors who in past years 
supported and sponsored these safeguards for consumers of electric 
power. In this, I think we in New York made a major contribution 
to the development of our present national power policy. 

[ ask uns aoe consent that this recital of previous statements by 
Gov. Al Smith, Gov. Franklin D. Roosevelt, and by myself when I 
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was Governor, on the subject of safeguards, be printed in the record 
of these hearings, at the conclusion of my prepared remarks. 

The Cuarrman. Isthere any objection ? 

If not, that recital will be inserted in the record at the end of 
Senator Lehman’s statement. 

Senator Lenman. As this committee is aware, Governor Dewey 
takes an entirely different view from mine as to the need for these 
safeguards. 

In his appearance before the committee on July 23, 1953, Governor 
Dewey went on record against the principal safeguards I have been 
talking about today. 

Governor Dewey singled out the preference clause as the chief ob- 
ject of his attack. He is against it. He is opposed to have a public 
yardstick. He does not want municipalities, public bodies, rural elec- 
tric cooperatives and Federal facilities to be preference customers en- 
titled to purchase power at wholesale, and to have reserve power for 
their future needs, from public projects utilizing the public waters 
of the United States. 

Governor Dewey is also opposed to the transmission-line safeguard 
to insure delivery of project power on fair and reasonable terms to 
public, cooperative, and private distributors at the load centers. 

Governor Dewey made it abundantly plain in his testimony here 
that he is opposed to the delivery of project power to the load centers 
over transmission lines not owned and controlled by the private 
utilities. The program he outlined before the committee shows clearly 
that when these projects are constructed, if he is in a position to do 
so, he will insist upon sale of the power from the Niagara, and from 
the St. Lawrence as well, at the bus bar to the dominant private 
utilities in New York State. 

I can assure you that there is nothing new in this so-called New 
York plan for the coordination and integration of public and private 
power supply. It would mean setting up a limited group of private 
utilities in a favored position to reap middlemen’s profits from these 
great public developments. It would mean wall “va over to this 
private utility combination a virtual monopoly in the transmission and 
the marketing of project power to ultimate consumers in New York 
and neighboring States. 

Many plausible schemes to promote the bus bar sale of this low- 
cost power were presented to Governor Alfred E. Smith, to Governor 
Franklin D. Roosevelt, and under my own administration. Those 
proposals were all rejected. 

I wish to present for inclusion at this point in my remarks in the 
record two tables which show the charges collected by the utilities 
in New York State for residential service and for commercial light 
service. These are the latest figures available from the Federal Power 
Commission. They help to illustrate why it is vitally important that 
the consumer safeguards which the Congress has provided in au- 
thorizing the development of our water power resources in other 
areas should likewise be maintained for the benefit of consumers in 
New York. 

The Cuarrman. Without objection, those tables will be inserted in 
the record at this point. 
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Typical net monthly bills as of Jan. 1, 1953, for residential electric service* 


w York City 
ny 
4mton 


Buffalo 
Mount Vernon 
w Rochelle 
igara Falls 
ycPester 
rectady 


Syracuse 
, 
Yonkers 


PACIFIC NORTHWEST—BONNEVILLE AREA 


ortland, Oreg 
Seattle, Wash 
Spokane, Wash 


Tacoma, Wash 


100 kilowatt- 

hours per 

| month, 
lighting, 

small appli- 
ances and 

refrigeration 


‘- 


em Oe 


56 
44 
30 
78 
56 
56 
78 
59 
44 
44 
44 
44 


56 


em 08 6 08 CO me Dm me DD 


3. 66 
2. 56 
2. 


76 


1.70 


SOUTHEAST—TVA 


sttanooga, Knoxville, Memphis, Nashville 
igham, Gadsden, Mobile, Montgomery 


Birmit 


Cities of 50,000 population and more. 


irce: Federal Power Commission. 





$2. 50 
$2. 75- 3.10 


NEW YORK STATE 


250 kilowatt- 
hours per 


month, 
lighting, etc., 


Utility in city 


refrigeration 
and cooking 


AREA 





$8.39 | Consolidated Edison. 

6.69 | Niagara Mo*awk. 

7.45 | New York State Electricity 
& Gas. 

5.03 | Niagara Mohawk. 


8.39 | Consolidated Edison, 
8.39 | Do. 

5.03 | Niagara Mohawk. : 
7.74 | Rochester Gas & Electric. 
6.69 | Niagara Mohawk. 

6. 

6 


5. 69 Do. 
5. 69 | Do. 
6. 69 | Do. 
8.39 | Consolidated Edison. 


j 


$6. 30 Portland General Electric. 
4.84 | Municipal plant. 


4 38 | Washington Water Power 
| Co. 

3.20 | Municipal plant. 

$5. 00 Municipal plants. 

5.60 | Alabama Power Co. 
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Typical net monthly bills as of Jan..1, 1953, for commercial light service 


NEW YORK STATE 


150 kilowatt- | 375 kilowatt- | 750 kilowatt- 
hours per hours rer hours per 
month month month 


New York Citys 
Albany 
Binghamton 
Buffalo 
Mount Vernon 
New Rochelle 
Niagara Falls 
Rochester 
Schenectady 
Syracuse 

1 roy 

Utica 

Yonkers 


ond 


22 
23 

14. 5 
31.5 
31.! 


“InI@wrnt 


26. 5 


22 


MIN NNN one 


PACIFIC NORTHWEST—BONNEVILLE AREA 


Portland, Oreg $5. 94 
Seattle, Wash 3. 30 
Spokane, Wash . 64 


Tacoma, Wash 3.75 
JUTHEAST—TVA AREA 


Knox ville-Nash ville 

Memphis 

Chattanooza 

Birmingham 

Gadsden, Mobile, Montgomery 


1 All cities above 50,000 population and more. 


Source of figures: Federal Power Commission, 


Senator Lenman. In summary, these tables show a remarkably wide 
range in the charges for utility service among the principal cities of 
New York State. 

The charges are lowest at Buffalo and Niagara Falls, where Niagara 
power has been partially developed for many years, and where the 
consumers have a striking example of exceptionally low rates directly 
across the Niagara River in the Province of Ontario. 

The charges are highest in New York City and other cities served 
by steam-generating ‘plants in the metropolitan area, where the in- 
fluence of w aterpower development does not at present reach. 

Two of the principal arguments advanced by the utilities in their 
organized assault on the preference e clause are, to my mind, exploded 
by “these tables showing comparable charges in the TVA area and the 
Pacific Northwest. It has been claimed, for ex xample, that if munici- 
palities are given access to project power under the operation of the 
preference clause, cities generally will be blackmailed into taking over 
their local utilities and establishing municipal plants. 

In New York State, it has been argued, 95 percent of the customers 
for electric service get this service from private utilities and will 
derive no benefit from the Nis agara-St. Lawrence projects if the pref- 
erence safeguard set up by the Congress is maintained. 

Yet, it will be noted that Spokane, Wash., the largest city near 
Grand Coulee Dam, and Portland, Oreg., the largest city near Bonne- 
ville Dam, among many other examples, have elected to continue the 
service of private utilities. These and many other communities 


$31. 51 


14. 53 


22. 92 
22. 92 


22. 9: 


phan eae ees eT 


Rs ree 
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throughout the Nation have certainly not been coerced into the estab- 
lishment of municipai plants by the operation of the preference clause. 

Moreover, these tables further show that the customers who retain 
private utility service, as well as the customers of municipal plants, 
share very substantially in the benefits of public power projects when 
such projects are conducted in conformance with the usual consumer 
safeguards established by the Congress. For example, the largest cities 
n Alabama continue to be served by a private company at rates which 

ive been progressively decreased until they approach the low level 
of the TVA rates charged by municipal plants in neighboring Ten- 
nessee. These benefits have by no means been confined to the customers 
of the private utilities or the municipal plants. As rates have been 
reduced, the usage of electricity has increased and this has been re- 
flected in a phenomenal growth in revenues of the utility and electric 
appliance industries. 

Mr. Chairman, I just want to ask unanimous consent to have 
nserted in the record at this point of my remarks exhibits on pages 
28, 29, 30, and 31 of a pamphlet issued by the Public Affairs Institute. 

I want, however, to read just a couple of comparisons, showing that 
the consumption of power has a direct relationship with the cost of 
power, whether it be in Mississippi or in Alabama, or in Tennessee or 
Ohio, or in Washington, or in Oregon. 

These tables show that the cost for residential electricity in New 
York City is $4.44 a hundred kilowatt-hours. The consumption in 
New York City is 1,058 kilowatt-hours. 

The cost of residential electric power in Boston is $4.74. The con- 
sumption is 1,016 kilowatt-hours. 

The cost of residential power in Lawrence, Mass., is $4.46. The con- 
sumption is 829 kilowatt-hours. 

Now, let’s go to some of the other areas. 

Senator Gore. Mr. Chairman, could I ask a question there? 

The CHatrmMan. Yes; go ahead. 

Senator LenmMan. May I just put this in? 

[ think it is interesting. 

The cost in Nashville, Tenn., with which the distinguished Senator 
is familiar, per hundred kilowatt-hours is $2.50 as compared to $4.44 
in New York City; but the consumption in Nashville, Tenn., is 5,283 
kilowatt-hours as compared to 1,058 in New York City. 

The cost per hundred kilowatt-hours in Seattle is $2.72. The con- 
sumption is 5,512. 

The cost in Tacoma, Wash., per hundred kilowatt-hours is $1.70. 
The consumption in Tacoma, Wash., is 6,659 kilowatt-hours. 

Now, just compare those figures of Tacoma and New York, and 
the same comparison may be made, substantially the same compari- 
son may be made, in these other sections, which are shown on this 
table. 

In New York City the cost is $4.44. The consumption is 1,058 
kilowatt-hours. 

In Tacoma the cost is $1.70, and the consumption is just 6 times 
as great as in New York City, 6,659 kilowatt-hours. 

The Cuatrman. Without objection, the tables referred to will be 
inserted in the record at this point. 
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(The tables referred to are as follows :) 


RESIDENTIAL ELECTRIC BILL COMPARISONS BETWEEN UNITED STATES 
AND CANADA, 1952 


The comparisons are significant because half of the electric power at Niagara 
Falls will be developed and marketed in the United States and half in Canada. 
The United States cities are served by privately owned power companies while 
those in Canada are served by municipally owned systems supplied by the 
publicly owned Ontario Hydroelectric System. 


Monthly bills Average per month in 
7 | Canada 


100 kilo- | 250 kilo- . 
| watt-hours | watt-hours : 


Kilowatt- 
hours 

Toronto, Ontario 367 

Rochester, N. Y 

Ottawa, Ontario 

Albany, N. Y 

Nigara Falls, Ontario 

Niagara Falls, N. Y 

London, Ontario 

Syracuse, N. Y 

Brantford, Ontario 

Auburn, N. Y 

Galt, Ontario 

Batavia, N. Y 

Guelph, Ontario 

Oswego, N. Y 

Kingston, Ontario 

Watertown, N. Y 

Windsor, Ontario ! 

Detroit, Mich 

Chatham, Ontario 

Sarnia, Ontario 

Toledo, Ohio 

Port Huron, Mich 

Boston, Mass 

Cam bridge, Mass 

Worcester, Mass 

Springfield, Mass_...- 

Hartford, Conn 

Waterbury, Conn 

Providence, R.1 

Manchester, N. H 

Rutland, Vt inl 

New York City Se 


500 


368 


bho orto 


R4 349 
69 a c 
. 79 333 | 
- 01 
2.88 
. 03 
2. 84 
5. 69 
. 25 
5. 69 
3. 33 
.74 
3. 44 
3. 67 
5. 50 
. 74 
9. 50 
4. 15 
72 
. 34 
5. 95 
. 68 
8. 85 
01 
9. 50 
-85 





NNW WRK wee K Re OR NR oe Se 





> OT em 1 im Go GO Go Go OO 








1 Windsor, Ontario, is directly across the Detroir River from Detroit, Mich. The Detroit Edison Co 
is exchanging power with the Ontario Hydroelectric Power Commission at this point. The opening of 
the interconnection was celebrated with the unveiling of a “Partners in Progress” plaque on one of the 
Detroit Edison’s power stations. 
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Residential bills, State averages—1952 bills for 250 kilowatt-hours monthly use 


Above average: 


Vermont 


Rhode Island 


Massachusetts 
South Dakota ~~~ 


Delaware 


New Hampshire 


Florida 
Maine 
Oklahoma 
Iowa 


North Dakota 


Arizona 
New York 


New Jersey 
New Mexico 


Below average: 


Ses wets 


~ 


Washington 
Tennessee 
Oregon 
California 
Alabama 
Idaho 
Georgia 
Kentucky 
Nebraska 
Utah 
Wisconsin 
Colorado 
South Carolina 


Illinois 
Missouri _ 


. 86 
. 93 
.37 
5. 63 
5. 69 
. 79 
.15 
. 20 
.21 
. 37 
6. 47 
. 54 
. 54 
. 59 
. 67 


Minnesota 


Arkansas 
Maryland 
Michigan 


Connecticut 


Pennsylvania 
Louisiana —~....._~- 


West 
Wyoming 
Virginia 
Texas 


Virginia 


Potential Niagara-St. Lawrence 
® State or local public authorities or districts. 


® Bonneville Power Administration influence. 


~ 
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North Carolina .79 


Nevada 
Kansas 
Ohio 
Montana 
Mississippi 


National average 


market area. 


‘Tennessee Valley Authority influence. 


. 79 

72 
. 78 
. 82 
. 96 
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Residential electric bills comparisons between New York-New England, Tennessee 


New York, N. Y 
Yonkers, N. Y 
Albany, N. Y 
Binghamton, N. Y 
Syracuse, N. Y 


Rochester, N. Y eR 


Buffalo, N. Y 
Boston, Mass 
Cambridge, Mass 


Chattanooga, Tenn 
Memphis, Tenn_. 
Knoxville, Tenn... 
Nashville, Tenn_. 
Seattle, Wash 
Spokane, Wash 


Valley, and Pacific coast areas (1952) 


NEW YORK-NEW ENGLAND 


100 


kilowatt- | 


hours 


$4. 44 
5.10 
3. 44 
3. 86 
3.44 
4. 36 
2 78 

4 


TENNESS 


! All the cities shown, except Spokane 


stems. 


EE VALLEY-PACIFIC COAST! 


250 
kilowatt- 
hours 


$7. 85 
. 60 
5. 69 
5 26 
5. 69 
ae 
5. 03 
. 50 
15 


$5. 00 
5. 00 
5. 00 
5. 00 


Lawrence, Mass... 
Fall River, Mass 
Springfield, Mass 
Bridgeport, Conn 
Waterbury, Conn_. 
Hartford, Conn 
Providence, R. I 
Manchester, N. H 
Rutland, Vt 


Tacoma, Wash . 
Los Angeles, Calif 
San Francisco, Calif 
Sacramento, Calif 
Eugene, Oreg 
Portland, Oreg 


100 
kilowatt- 
hours 


$4. 
4 


70 


77 
ay 
82 
80 
05 


250 
kilowatt- 
hours 


$8. 96 


~ 


3. 20 
4.90 
5. 32 
82 
30 


Or 
40 


San Francisco, and Portland, are served by municipally owned 
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iverage annual residential electric consumption in certain cities in the United 
States 


CITIES OF HIGH AVERAGE CONSUMPTION 


{In kilowatt-hours] 


1940 


2, 185 Knoxville, Tenn 

1, 900 Niagara Falls, N. Y 
1,710 Ral igh, N.C 

1, 883 Hamilton, Ohio! 

1, 668 Springfield, Ml 

1, 956 Lansing, Mich,! 


NN YWS 


CITIES OF LOW AVERAGE CONSUMPTION 


428 Jersey City, N. J 
190 B stom, Mass . 
476 Union City, N. J 
543 Hoboken, N. J... 
519 Pawtucket, R. L. 
559 New York, N. ¥ 


Comparative industrial electric bills for manufacturer with 300-kilowatt demand 
and 60,000 kilowatt-hour monthly use —monthly bills (1952) 


Northeast area: TVA and Bonneville areas: 
Bridgeport, Conn. 352. 00 Chattanooga, Tenn $650. 
Hartford, Conn. , 196. 00 Memphis, Tenn. 748. 
Waterbury, Conn. 268. 00 | Atlanta, Ga, —_-- c * 968. 
Portland, Maine 112. 00 Charleston, S. C. * 952. 
soston, Mass 380. 00 | Durham, N. C. —_ * 779. 
Fall River, Mass. —_ 73. 00 Birmingham, Ala. * 820. 
Lawrence, Mass. , 220. 00 Portland, Oreg. ~...--- 703. 
Manchester, N. H. , 052. 00 | Seattle, Wash. —- * 768. 
Providence, R. I. 234. 00 | Spokane, Wash. —_ ~~ rive 
Rutland, Vt , 102. 00 | Tacoma, Wash. : * 426. 
New York, N. Y. a 260. 00 | Ontario: 
Albany, N. Y. ‘ 908. 00 Toronto 758. 
Binghamton, N. -Y. = O76. 00 | London — 580. 
Buffalo, N. Y. ; 658. 00 | Niagara Falls 580. § 
Rochester, N. Y. - 181. 00 | Windsor 837. 
Detroit, Mich 1, 299. 00 | 
1A manufacturer’s annual saving in costs would be 12 times the difference between month'y 
bills. For instance, a Boston manufacturer of this size would save 12 times $560, or $6,720 
a year if he moved to Birmingham, Ala., or 12 times $631, for a total of $7,572 a year if 
he moved to Toronto 
2 Unrestricted motive power. 
3’ Lighting use is restricted. 
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Comparative industrial electric bills for manufacturer with 1,000-kilowatt 
demand and 400,000 kilowatt-hour monthly use "—monthly bills (1952) 


Northeast area: TVA and Bonneville areas: 
sridgeport, Conn. —- , $6, 545 Chattanooga, Tenn. — 
Hartford, Conn. D, 617 Memphis, Tenn. - nats 
Waterbury, Conn. dD, T93 Atlanta, Ga. 

Portland, Maine “6, 564 Charleston, 8S. C. 
sSoston, Mass. 5, GOS Durham, N. C. 
Fall River, Mass. - 5, 562 Birmingham, Ala. 
Lawrence, Mass. 5, 159 Portland, Oreg. 
Manchester, N. H. 4, 387 Seattle, Wash. 
Providence, R. I. 5, T78 Spokane, Wash. 
Rutland, Vt. io 5, 895 Tacoma, Wash. 
New York, N. Y. - 5, 23 Ontario: 
Albany, N. Y. 3, 906 | Toronto 
Binghamton, N, Y. - 4, 829 | London 
3: 


tho bo 


ow 


mo ho WO 


Buffalo, N. Y. ; 3, O89 Niagara Falls —- 
Rochester, N. Y. mA 5, 648 | Windsor 
Detroit, Mich. 6, 637 | 


\ manufacturer's annual savings, if he moved to a lower rate city, would be: 
chester to Toronto, $30,612; from Detroit te Windsor, $26.988; from Providence 
ittanooga, $39,656; or from Lawrence to Charleston, 8S. C., $30,348 

Unrestricted motive power. 

Lighting use is restricted. 


Average cost of electricity purchased by rural electric cooperatives, 
fiscal year 1952 


Centa per | Cents per 
States withaverageorless: ilowatt-hour | States above average: ’ kilowatt-hour 
Washington *__. 0.32 | Maine *____ _ 151 
Oregon *___- a 38 | Minnesota 39 


Idaho’ : AB | New Jersey *___- 37 


Movelatcs a. .32c- 45 Wisconsin ; . 1.86 
Tennessee *__- ‘ AS | Utah 32 
Montana *__- oe ; 50 North Dakota : .29 
Mississippi? —~-_~- f 54 | South Dakota : .28 
Alabama? __-_- Ra ae Iowa 28 


-- rd 


Louisiana *__- 57 Michigan ; _ 27 
Arkansas *_ J, 84 , ee 7 26 
Texas ** 58 | Delaware : 19 
Oklahoma * 60 | New Hampshire * ; ae 
i a a .64 | New York * .....- Sa 12 
Arizona” etek. : .66 | Pennsylvania * —___ 10 
South Carolina *°___- 68 | Maryland inne OO 
New Mexico ’ Tae Florida . IT 
California °______- ; 71] Missouri ae 96 
Virginia *__- ihe ; 74 | Ohio 91 
North Carolina *___- 17 West Virginia asd .90 
Kentucky *__.._---- ‘ Nebraska —_- ; 89 
Wyoming __- g Dy Indiana wibdaapital bbe vs S87 
United States average__- : Colorado . : 86 
Kansas : 85 
Illinois ; 85 





1 Influence of Bonneville Power Administration. 

2 Influence of Boulder Dam 

® Influence of Tennessee Valley Authority. 

* Influence of Southwest Power Administration. 

5 Influence of State power authorities. 

* Influence of Bureau of Reclamation. ; 

7 Massachusetts, Rhode Island, and Connecticut have no rural electric cooperatives 
§ Lack of effective Niagara-St. Lawrence public power program 


The Cuarrman. Did you want to ask a question, Senator Gore? 
Senator Gore. Senator Lehman, there is no question but that mass 
consumption of electricity and low rates go hand in hand. 


48161—54——_-8 
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It has been my privilege to make somewhat of a study of this 
particular subject. One of the secrets to low-cost electricity is mass 
use. 

If you ask any merchant the secret formula for making money, he 
will tell you volume—volume ; turnover. 

Some of the private utilities seem not to have learned that principle. 

I notice one interesting figure in your charts on page 7 of your pre- 
pared testimony. I notice that the cost of 100 kilowatt-hours per 
month in Buffalo is $2.78. That is less than in Portland, Oreg. That 
compares with $2.76 in Spokane, Wash. 

I wonder what is the explanation of the vast difference between the 
cost of electricity in Buffalo and Rochester. Rochester has $4.59; 
Buffalo, $2.78. 

Senator Leuman. I think the only difference in the cost would be 
that there is some added mileage in transmission from Niagara to 
Rochester, as compared to local consumption in Niagara Falls and in 
Buffalo. 

I think the main reason, however, is this: That Niagara Falls and 
Buffalo are right across the way from Ontario, Canada. The water- 
power of Canada is developed, as you know, by the Ontario Hydro- 
electric Commission. Their rates are low, and the people of Niagara 
Falls and Buffalo know what they are, because they are just across 
the river. They are no farther from Buffalo and Niagara Falls 
than we are from Alexandria here, and they know that, and they 
just wouldn’t stand for it. 

Senator Gore. Would that be a yardstick influence? 

Senator Leman. I think it would be a yardstick influence; yes. 
It certainly would be. 

Senator Gore. I find it very interesting. Many people say that 
power cannot be produced and sold by the private concerns at a cost 
comparable to the cost of electricity in the Bonneville area or the 
TVA area, and yet, by the figures which you cite, I find the cost of 
power in Buffalo, N. Y., comparable to the cost of power in the TVA 
area and in the Pacific Northwest. 

Senator Leaman. I don’t think it necessarily follows because I 
think it is quite possible that the Niagara & Mohawk Co. might take a 
loss on the power which they sell in the limited area immediately 
adjacent to the point of production. 

Senator Gore. I doubt that being the case. 

Senator Lenman. I can’t give you chapter and verse on that, but 
I think it is possible. 

They may not have raised their rates to keep a with the cost 
of production, because they might have felt, as I said before, that 
they would be in a vulnerable position in these centers which are so 
important to their operation, in which the people know just exactly 
what is happening in Ontario, so that in this case they might take 
a loss. 

Aside from that, of course, I think the cost of distribution is some- 
what less than it would be in other centers, since the area in question 
is immediately adjacent to the point of production. 

Senator Gore. The cost of distribution is something, but it wouldn’t 
explain the difference between $2.78 in Buffalo and $4.59 in Rochester. 
It just doesn’t cost that much to transport power. 
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Senator Leuman. Here you have the situation that, while they sell 
at these low prices in these two cities adjacent to the point of produc- 
ion, they charge terrifically high rates in other parts of the State. 
In Yonkers, N. Ys they charge $5.10 per hundred, and in various other 
parts of the State they charge infinitely more than they do in this one 
center, in which they are able to wholesale to a great extent and on 
which the yardstick does exert a great influence. 

Senator Gore. Are you able to suggest to the committee what the 
approximate cost of power would be at wholesale as a result of the 
development which you propose ¢ 

Senator Lenman. The cost would be roughly two mills. 

Senator Gore. That is an unusually low cost. 

Senator LenmMan. Wait a minute. 

That is an unusually low cost. It is approximately 2 mills, to 
which, of course, would be added the transmission cost, which is esti- 
mated at about 3 mills, as I recall. 

Senator Gore. The cost of generation is 2 mills? 

Senator Lenman. That is right. 

Senator Gore. That is a very low cost compared with most any 
facility in the United States. 

Senator Lenman. Of course, the development of the Niagara River 
is very, very economical. It has this tremendous volume of water that 
comes down over a tremendous drop. 

Senator Gore. Yes. 

Senator Lenman. The cost of development is not very great as com- 
pared to other developments 

The financing would be done profitably without cost to the State, 
ata very low rate of interest. 

I would be glad to put those figures in the record. 

Senator Gorse. I would be glad to have them. 

Senator Leuman. The Bureau of Power of the Federal Power Com- 
mission made those estimates. I think I have them. 

The information referred to is as follows: 

UNITED STATES SENATE, 
Washington, D.C., April 5, 1954. 
Hon. EpWARD MARTIN, 


Chairman, Senate Public Works Committee 
United States Senate, Washington, D.C. 


DEAR SENATOR MARTIN: In the course of my testimony before your committee 
on March 10, 1954, on the Niagara bills, Senator Gore, I believe, asked me some 
questions concerning the estimated cost of production of power, and the esti- 
mated cost of transmission of power, at the Niagara Falls site. I promised that 
I would supply the committe with official figures on these points. 

I have prepared a memorandum containing this data, collected from official 
sources, and I submit it to the committee for insertion at an appropriate place 
in my testimony. I am sending a copy of this letter and of the enclosure to 
Senator Gore for his information. 

Very sincerely yours, Hersert H. LEHMAN. 


MEMORANDUM ON CosT OF PRODUCTION OF POWER AT NIAGARA FALLS SITE AND Cost 
OF TRANSMISSION OF POWER TO LOAD CENTERS 


Source: Possibilities for Redevelopment of Niegara Falls for Power, a study 
by the Bureau of Power of the Federal Power Commission, published by the Fed- 
eral Power Commission in September 1949. See paragraphs 100-101, 106-108, 

127-129. 

Note.—The cost estimates appearing below refer to costs prevailing in January 
1949, at the time the above study was made. Since that time the Federal Power 
Commission staff reports an estimated increase of 25 percent in cost. 
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Estimated cost of production of power at dam site with public financing: 
2.03 mills per kilowatt-hour (based on annual production of 7.9 billion kilowatt- 
hours. 

Nore.—This estimate is based on using three 40-foot diameter tunnels to carry 
the water from Connors Island to a proposed turbine site at Lewiston. Using 
two 40-foot by 40-foot covered canals the cost would be only 1.82 milis per 
kilowatt hour. 

Estimated cost of production of power at dam site under private financing: 
5.63 mills per kilowatt-hour. 

NotrE.—This figure is analogous to the estimate of 2.03 mills under public 
financing. Using the covered canals instead of the tunnel type of development, 
the estimated cost under private financing would be 4.99 mills per kilowatt-hour. 

Cost of transmission to load centers in western and central New York under 
public financing: 0.23 mill per kilowatt-hour. 

Cost of transmission to load centers in western and central New York under 
private financing: 0.49 mill per kilowar*-hour. 

Cost of transmission to load centers i. eastern New York; in Pennsylvania and 
Ohio area under public financing : 0.30 mill per kilowatt-hour. 

Cost of transmission to load centers in eastern New York; in Pennsylvania and 
Ohio area under private financing: 0.66 mill per kilowatt-hour. 

Summary of estimates: To sum up, in 1949 cost figures, the cost of production 
of power at Niagara, at the project site, under public financing and under the 
more costly method of development would be 2.03 mills per kilowatt-hour, while 
the comparable cost under private ownership would be 5.63 per kilowatt-hour. 
Delivered to load centers in central and western New York, the cost would be, 
under public development, 2.30 mills per kilowatt-hour and under private owner- 
ship 6.22 mills per kilowatt-hour. Delivered to load centers in eastern New 
York, in Pennsylvania and Ohio, the cost would be, under public ownership, 
2.38 mills per kilowatt-hour and under private ownership 6.39 mills per kilowatt- 
hour. 

Senator Gore. One other question, Mr. Chairman, and I shall desist. 

What influence would the Senator expect this development which 
he proposes to have upon the rates in the area here cited ? 

Senator Leuman. I am not quite sure I understand your question, 
Senator. 

Senator Gore. If your bill is passed, if this project is developed, if 
the safeguards which you propose are placed in the law and this 
power is developed and marketed at wholesale to the preference cus- 
tomers specified in your bill, what influence do you think such a 
development and such a program would have upon the rate structure 
in New York City, in Buffalo, in Rochester, in Schenectady, in Troy, 
in Utica, and in Yonkers ¢ 

Senator Leuman. I think it would have a great effect. I think 
using this yardstick is our only hope of reducing, of substantially 
reducing the rates. 

In various localities in which there are municipal plants or Rural 
Electrification Administration plants, it would inevitably have the 
effect of reducing the rates, in my opinion throughout the State. 

Senator Gorr. I would like to cite for your information an ex- 
ample in which a private utility not only has shown it can, but has 
successfully competed with public power rates. 

Much has been said by the Arkansas Power & Light Co. against the 
Tennessee Valley Authority. Many, many times its spokesmen have 
asserted they cannot compete with public power and, yet, the record 
shows that the Arkansas Power & Light Co. now sells electricity to the 
Reynolds Metals Co., which makes aluminum, at a cheaper rate than 
is the TVA, which is perhaps another influence of the yardstick. 

Senator Lenman. I think it is the influence of the yardstick, and 
also there is no question about the fact, as you said, that mass produc- 
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tion, Mass consumption, reduces the cost; but the reduction in cost 
creates the mass consumption, and I have no doubt, as to the iigures, 
in the area which you cited, that by reason of the fact their rates were 
reduced, kept low, the consumption in that area has increased very 
greatly, and in that way increased the profits of the utility company. 

You mentioned their furnishing power to the Reynolds Metals Co. 
That probably has meant a tremendous increase in the consumption of 
power generated by the Arkansas Power & Light Co. and has made 
it possible for them to make a profit even though it reduced the rate 
at which they sold to the public. 

Senator Gore. The facts are in that case the Reynolds Metals Co. 
had a plant in the Tennessee Valley. They were contemplating the 
establishment of another plant. There was some competition from 
various areas for the location of the plant. The Arkansas Power & 

Light succeeded in making an offer for the supply of power sufficiently 
st wctive that the Reynolds Co. located their plant in Arkansas. 

I have no objection to it. I think it was fine. But I only cite it 

.s an example that where these companies come square up against the 
compenition of a yardstick, a yardstick which measures the cost of 
production and distribution, thse can and do meet the competition. 

I can cite another example. The Arkansas Power & 7 ight Co. is 
now marketing electricity to the rural cooperatives at a rate com- 
parable to the TVA, but to those customers which have no nangiieiag 
power and no opportunity to buy from a preference customer, their 
rate is 2% times what it is Just across the river. 

I cite that because of what you have said about Buffalo, your ex- 
planation of why Buffalo is given a rate comparable to the rates in 
the Northwest and the Southeast, a rate little more than half the 
rate in Rochester. 

Senator Morse. Could I ask the Senator from Tennessee a ques- 
tion ? 

The Cuarrman. Yes; go ahead. 

Senator Gore. Please. 

Senator Morse. It is true, is it not, the rate history of the Arkansas 
Power Co. will show that as TVA competition moved in, Arkansas 
Power Co, rates moved downward, but Arkansas Power continued to 
show a profit ¢ 

Senator Gore. That is true. 

During the course of the last fall I had two debates with the chair- 
man of the board of the Arkansas Power & Light Co.,the Honorable 
Mr. Hamilton Moses, a very distinguished gentleman, and we ex- 
plored the subject fully, and I happened to have copies of his finan- 
cial re ports, and the most profits ible year the company has ever had 
was last year. 

All the common stock, incidentally, is owned by a Florida corpo- 
ration, with offices in the financial district of New York, not by the 
people of Arkansas. 

Senator Morse. The Senator will note on page 7 of Senator Leh- 
man’s statement, the first table, when we get down to Birmingham, 
Gadsden, Mobile, and Montgomery, the rate a hundred kilowatt-hours 
per month is $2.75 to $3.10, whic h isn’t greatly out of line with some 
of the ae areas that are served by public power. 

Senator Gore. Which would indicate that the yardstick has had 
the same kind of result in Birmingham that it has had in Buffalo. 
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Senator Morse. Which causes me to raise one more question, with 
the permission of the committee, and this one to the Senator from 
New York: I don’t believe in arguing about facts, and it is very easy 
to determine this fact, but for the purpose of the record I certainly 
raise a serious question—whether an analysis of the facts will show 
that in Buffalo or Niagara Falls the power company is selling power 
at a loss. 

If that is true, that it is selling at a loss, that raises some interesting 
questions in regard to any regulatory policies, doesn’t it? And some 
very interesting questions as to the rights of consumers elsewhere in 
New York who are paying for that loss under State regulatory poli- 
cies ¢ 

So, I suggest, Mr. Chairman, at least for my information, either 
the Senator from New York or the appropriate member of the staff 
get us the answer to that question of fact. I see no reason to argue 
about it, and if the answer is they are selling that power at a loss, 
then we have a little interesting investigation to conduct, it seems to 
me, in connection with these bills in regard to the policies of the reg- 
ulatory body of the State of New York. 

Senator Lenman. I would not want to make a statement—I thought 
I made that abundantly clear—that I know from my own personal 
knowledge that there was any loss involved in the sale of industrial 
power or the sale of residential electricity in the Buffalo-Niagara 
Falls area. I simply did suggest, however, that it was conceivable 
that for promotion purposes they might be willing to take a loss on 
the sale of a limited quantity within an area. 

Whether the regulatory body of New York State goes into the 
matter as to each area and each section in the total field of operation, 
I don’t know. 

The CuarrmMan. Senator, I apologize for the colloquy across the 
board. It has hardly been fair to you, but it is getting the informa- 
tion that the committee wants. 

Senator Lenman. I think it is highly important. I thank you 
very much for permitting it. 

The CuHamman. I am sorry to break in on you, but it is getting 
the information the committee is trying to get. 

I might suggest here those are matters the committee can discuss 
when we come up for a final decision. We will have the Senator’s 
testimony before us. 

You may proceed. 

Senator Lenman. Thank you. 

The Cuarrman. I apologize for breaking in. 

Senator Leuman. There is no need for apologizing. I appreciate 
your doing it. 

The CuatrmMan. We want to get the information. 

Senator Lenman. I think these questions have been extremely 
helpful and I hope you will permit them to continue. 

The CHarrman. I mean questions back and forth across the board 
is hardly fair to you in your testimony, but we want to get infor- 
mation. 

Senator Morse. I wasn’t badgering the witness. 

The CHarrman. I understand. 

All right ; go ahead, Senator. 





NIAGARA FALLS POWER DEVELOPMENT 113 


Senator Lenman. I appreciate the questions raised by the Senator 
from Oregon and the Senator from Tennessee very much, and I hope 
they will continue to do it, if that is agreeable to the committee. 

The Cuamman. You go "ahead. 

I was apologizing to you because that is work we will be doing when 
we come to make up our minds on what we will report out from this 
committee. 

Senator Lenman. Mr. Chairman, in regard to the transmission- 
line safeguard, let me refer to the specific situation in New York 
State. 

As a justification for the plan to sell Niagara-St. Lawrence power 
at the bus bar, it has been pleaded that New York : already has “ade- 
quate transmission lines to every corner of the State and every spot 
in the State.” 

I refer to the testimony of Governor Dewey on July 23, 1953, tran- 
script pages 39 and 40. 

The power authority itself, however, has made many engineering 
reports showing that existing transmission lines in the State lack suf- 
ficient carrying capacity to deliver to load centers the enormous blocks 
of power that will be available from the Niagara-St. Lawrence 
developments. 

In its published report submitted to me as Governor on May 16, 
1939, the authority recommended a 287,000-volt “public transmission 
network which will extend to the important load centers of the State,” 
including New York City, from the proposed interconnected projects 
on the Niagara and the St. Lawrence. In this report, the authority 
said: 

The proposed St. Lawrence-Niagara public transmission system would in no 
way duplicate or displace existing private facilities but would, on the contrary, 
greatly increase their utility. The transmission system now serving the State 
is designed to meet present requirements and would be entirely inadequate to 


deliver St. Lawrence and Niagara power in such a way as to insure the most 
economical power supply for the State as a whole. * * * 


It goes on further to say: 


Present facilities could not deliver the large blocks of power involved. The 
proposed high tension lines would be required, whether constructed by private 
or public agencies. Public operation as an integral part of the proposed St. 
Lawrence-Niagara power developments would be clearly advantageous, both in 
terms of low fixed charges and in terms of the value of coordinating the two 
developments. * * * 


In this same report, the then board of trustees of the power au- 
thority outlined their program for— 


enabling municipalities, now or hereafter authorized by their citizens to dis- 
tribute electricity on a public basis, to secure a fair share of the power as pro- 
vided by the Power Authority Act. 

In many subsequent reports the Federal Power Commission, the 
Army engineers, and the power authority itself have submitted the 
results of engineering surveys showing conclusively that the public 
construction of nonduplicating main transmission lines to load centers 
would lead to substantial economies. These reports have indicated 
that the cost of delivering Niagara-St. Lawrence power to load centers 
over privately financed transmission facilities would exceed the cost 
of transmission over a public grid system by more than 100 percent. 

Nevertheless, the present board of trustees of the power authority, 
since its reorganization by the Governor in 1950, has announced that 
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its policy involves “the private construction and operation of such 
future additional transmission facilities as may be necessary in order 
to carry St. Lawrence and Niagara power to load centers.” 

I quote from the power authority pamphlet, dated December 1952 
pages 11 and 12. 

It has opposed the construction of public transmission lines to load 
centers as “wasteful.” 

It has interpreted its act, as amended in 1949, to require that the 
authority may build such lines “only if the existing utility companies 
prefer not to transmit and market the power.” 

And I quote from the letter of the Power Authority to the Governor 
of Vermont, dated February 2, 1954. 

I do not believe that this reversal of the policy of the past will be 
sustained in the State of New York. Long before the actual construc- 
tion of these great projects on the Niagara and the St. Lawrence can 
be completed, I am confident that the people of my State will register 
their insistence upon equal benefits from the use of these resources, in 
full accordance with the established congressional safeguards. 

The Federal Power Commission has taken the position, and it has 
so reported at congressional hearings on this project, that it lacks the 
authority under the Federal Power Act to regulate intrastate rates, 
to require the building of main transmission ‘Jines where needed to 
deliver the power to load centers at the lowest possible cost, or to re- 
serve reasonable shares of the power to municipalities, rural electric 
cooperatives, and other like agencies in New York and in the neighbor- 
ing States. 

The Congress alone possesses adequate authority to prescribe specific 
safeguards for the benefit of consumers in setting up projects for the 
development of waters under its jurisdiction and it has repeatedly 
exercised that authority without reference to the Federal Power Act. 

The proposals to turn over to the Federal Power Commission the 
entire discretion to license the power of Niagara Falls for private 
development or, alternatively, for sale at the busbar to private utility 
monopolies are nothing more nor less than proposals to bypass the 
Congress, to paralyze the legislative arm in dealing with these re- 
sources and to strike down the safeguards the Congress has heretofore 
erected to protect them in the interest of the people. 

Mr. Chairman, now I ask unanimous consent that a statement issued 
jointly by myself and by Representative Roosevelt, explaining and 
justifying our new bill, S. 2966, in the Senate, and H. R. 7954 in the 
House, be printed in the record at this point in my remarks. 

I am distributing copies of this statement which we issued at the 
time we introduced the bill, to the members of the committee for their 
information. 

The Cuairman. If there is no objection, the statement will be 
printed at this place in the record. 

(The statement referred to is as follows:) 


JorInT STATEMENT BY SENATOR LEHMAN AND REPRESENTATIVE FRANKLIN D. ROOSE- 
VELT, JR., ON THE INTRODUCTION OF A NEW BILL FOR THE REDEVELOPMENT OF THE 
WATERS OF THE NIAGARA RIVER FOR POWER PURPOSES 


We have today jointly introduced a new bill providing for the redevelopment 
of the United States share of the waters of the Niagara River. This bill replaces 
S. 1851 and H. R. 5066 which we introduced on May 7, 1953, for the same purpose. 

This bill provides for public construction and operation of the hydroelectric 
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facilities at the Niagara Falls (1,500,000 kilowatts of capacity), with full con 
sumer safeguards including preferences for public and nonprofit bodies, in 
contrast to the Capehart-Miller bill (8S. 689) which provides for a direct giveaway 
to private interests ; in contrast to the Ives-Becker bill (S. 1971) which provides 
for an indirect giveaway to private interests by means of bus-bar sale of State 
produced power ; and, finally, in contrast to the Case bill (8. 2599) which provides 
simply for an abdication of congressional jurisdiction over the Niagara waters. 


NEW BILL AUTHORIZES STATE CONSTRUCTION 


The main difference between this bill and the one we introduced last year lies 
in its authorization of State construction by the New York Power Authority 
instead of by the United States Corps of Engineers. Hence, no Federal funds or 
financial involvement of any kind, for the construction of the power works, is 
required. Authorization is made, however, for Federal appropriations, which 
President Eisenhower has already requested, for the remedial works to preserve 
the falls. This is a purely Federal commitment under the terms of the Niagara 
Treaty with Canada. 

While our new provision for State construction represents a considerable 
change in legislative means, it represents no real change in legislative ends, since 
our former bill, like the present one, was designed to achieve State ownership and 
operation of the Niagara Falls power facilities. 

Our former bill was mistakenly called a Federal plan because it provided for 
construction by the United States Corps of Engineers. It was not a Federal plan. 
It was a State plan, just as this one is. 


PROVIDES STATE OPERATION WITH CONSUMER SAFEGUARDS 


Our new bill, like our preceding one, provides for State ownership, operation, 
and maintenance of the project works. Our new bill, like the preceding one, 
strongly emphasizes and establishes safeguards for the interests of the consumers, 
of national defense, and of the adjacent States. The safeguards of the interests 
of the consumers, by means of the public preference yardstick and the require- 
ment for promotional rates, among others, are the heart and soul of this bill, as 
they were of the preceding measure. 

Our purpose in originally providing for Federal construction was to utilize the 
experience, skills, and facilities of the Federal Corps of Engineers. Furthermore, 
Federal financing of the construction, whether by bond issue or by direct appro- 
priation, would have represented a considerable saving from which the consumers 
of the electric power would have benefited. Our original bill, provided, of course, 
for the sale of the federally constructed facilities to the government of New York 
State. 

However, in order better to define the differences between our position and 
that of the New York State administration on this issue, we have now made 
necessary modifications so as to provide for all-State construction as well as 
maintenance and operation. 

With this change, we have also, of course, eliminated the requirement for a 
Federal-State agreement and for the ratification of the terms of that agreement 
by the Congress and by the State Legislature of New York. 


KEY ISSUE NOW TRADITIONAL CONSUMER SAFEGUARDS 


Consequently, we have tightened up and made more specific some of the con- 
sumer safeguard provisions which were to have been covered by the agreement 
but which under the terms of our new bill, will be contained in a license to be 
granted by the Federal Power Commission. 

Our new bill emphasizes the multiple-purpose nature of the project, including 
the promotion of national defense and the promotion of the scenic and recrea- 
tional aspects of the falls. Our new bill emphasizes other public interests in- 
volved, including navigation and the interests of other public agencies—national, 
State and local. 

Our new bill omits the requirements contained in our previous bills for pay- 
ments in lieu of taxes to State and local units of government. We believe that 
such payments should be made, especially to the local government unit, to com- 
pensate for income lost by use of local property sites, while recognizing at the 
same time that the locality will be greatly benefited by the availability of low- 
cost electric power in the vicinity. We believe, however, that the question of 
payments in lieu of taxes can best be determined in its precise terms by the State 
itself, by State legislation. 
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As has been already stated, the heart of this bill is in the safeguard provisions 
which we require to be included in the license to be granted by the Federal 
Power Commission. These safeguard provisions are as follows: 


SAFEGUARDS PROTECT PUBLIC'S INTERESTS 


(a) A preference in the availability of power for sale to public bodies and 
nonprefit cooperatives. This will furnish a public yardstick whereby all power 
rates, throughout the State, will be measured, competition will be stimulated 
and all power consumers, whether public or private, will share, through lower 
rates, in the benefits of this public development. 

(bd) Transmission lines where needed to bring the power to the load centers. 
These will not duplicate private lines. Private transmission lines will be utilized 
where available at reasonable rates. 

(c) Equitable distribution of a fair share of the power to neighboring States 
within economic transmission distance of the power site. 

(d@) Promotional rates to assure increasing consumption of power at de- 
ereasing rates. 

(ec) Primary concern for domestic and rural consumers in the disposition 
of project power. 

These safeguards are protections of the public interest which have been 
developed over the past 50 years and which have been insisted upon in every 
major public hydroelectric development since the time of President Theodore 
Roosevelt. Congress has always insisted upon these safeguards in all public 
power developments. The same safeguards are codified in the Federal Flood 
Control Act of 1944. 


DEWEY APPROACH UNDERMINING SAFEGUARDS 


The New York Power Authority, prior to its drastic reshuffling by Governor 
Dewey in 1950, was a leading advocate of these consumer safeguards, and, indeed, 
contributed to their development. New York State law, in fact, provides for 
much the same safeguards. But since 1950, when Governor Dewey reconstituted 


the membership of the New York Power Authority, the law has been given a dis- 
torted meaning. Hence it is essential that the safeguards be carefully spelled 
out in any congressional enactment on Niagara power. 

In summary, we desire to make perfectly clear the distinction between those 
who on the one hand advocate public development of this vital resource, with 
appropriate protection of the public interest, and those who, on the other hand, 
favor development for private profit, without regard for the public interest. 

We are wnalterably opposed to the Miller-Capehart bill which provides for 
the direct giveaway of this public resource to private interests. We are also 
opposed to the Ives-Becker bill which provides for public development, but 
withont essential safeguards of the consumer and the public interest, thus 
constituting an indirect rather than a direct giveaway. 


ISSUE: PUBLIC INTEREST VERSUS PRIVATE PRIVILEGE 


Our bill is for a Niagara power development by New York State in the in- 
terests of all the people of New York State—all the consumers of electric 
power—and of the consumers of other States within economic transmission 
distance of the Niagara site—New England, Pennsylvania, West Virginia, and 
Ohio. 

The issue between our proposal and the Miller-Capehart bill is public interest 
versus private privilege. 

The issue between our proposal and the Ives-Becker bill is consumer protection 
versus hureaucratic control and bus-bar sale. 

The Case bill, finally, is a denial even of congressional concern over the ques- 
tion. It would turn back the clock 30 years to the days before Congress asserted 
its primary responsibilities for safeguarding the public interest in the proper 
use and public benefit from publicly owned water resources. 


Senator Lenman. Mr. Chairman, I would like now, before I con- 
clude, to call the special attention of the committee to a communica- 
tion which has been addressed to you, Mr. Chairman, and a copy of 
which has been sent to me. 

It isa communication from Mayor Robert F. Wagner, of New York 
City, who expresses his strong support for my bill, 8. 2966. 
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As the distinguished and recently elected spokesman of the 8 million 
people of New York City, Mayor Wagner's views should and will, 
I trust, carry great weight with you. 

Inc identally, Mayor Ww agner, during the course of last fall’s politi- 
cal campaign, on several occasions stressed his support of the Niagara 
development, under public auspices, and with adequate consumer 
safeguards as spelled a In S. 2966, 

One of his major campaign appearances on television, in which I 
was privileged to join with him, was devoted to this issue. 

May I read Mayor Wagner’s telegram to you, Mr. Chairman, and 
for the information of the committee ? 

The Cuarrman. All right. 

Senator Leuman. It is addressed to the chairman of this com- 
mittee, and reads: 

Senator Epwarp MArtTIN: 
In connection with your. hearings on Mareh 8, 1954, on bills relating to the 
development of the Niagara hydroelectric ,power, as mayor of the city of New 

York I wish to advise you that I am very much in favor of Senate bill 2966, 
which provides for State development with consumer safeguards, and I urge 
that your committee report this bill out favorably. It is my opinion that this 
bill is the only one before you which will be in the best interest of the city and 
State of New York as well as the Nation. 

Mr. Chairman, I ask that a letter addressed to me by Mayor Wagner 
3 years ago on the same subject, when he was borough president of 
Manhattan, in which Mayor Wagner expresses his coo in even 
greater detail, be printed in the record at this point. 

The Cuairman. If there is no objection, it will be so printed. 


(The letter referred to is as follows:) 


New YorkK, August 28, 1951. 
Hon. Hersexrr H. LEHMAN, 
United States Senate, Washington, D. C. 

DEAR SENATOR LEHMAN: I shall be glad to have this letter placed on the 
record of the Committee on Public Works in support of your bill (S. 517) for 
the redevelopment of the Niagara River. 

Every American who has seen Niagara Falls must recognize that the remedial 
works authorized by S. 517 should be built to check the erosion which, other- 
wise, will eventually ruin the scenic spectacle. Having agreed to construct such 
works in the 1950 treaty with Canada, our Government should also proceed 
with the power development to create 1,2 a ie kilowatts of exceptionally low- 
cost hydroelectric capacity, as provided by S. 517. 

I consider the safeguards contained in “s 517 among its most important 
provisions. These safeguards are clearly necessary for the effective control of 
resale rates to consumers and for the equitable supply of Niagara power on 
fair terms to municipalities, rural cooperative, defense installations and other 
wholesale users and distributors. Such definite safeguards as these are lacking 
in the Ives bill and the Capehart bill. These measures, in my opinion, would 
lead directly or indirectly to private utility control of a great natural resource 
which rightly belongs to all the people. 

You will reeall that 20 years ago my father led the fight in the Senate against 
an earlier plan to turn over Niagara Falls for development for private profit. 
On February 18, 1931, he joined in the unanimous report of the Committee on 
Foreign Relations which called attention to the enormous value ef Niagara 
power, urged the construction of remedial and power works and declared it was 
“the view of the committee that the Government of the United States ought to 
do this work direct and not enter into a contract with private power companies.” 

The Lehman bill carries out these forthright recommendations, I hope that 
this bill, with the perfecting amendments you offered at the Committee hearing 
August 21, will be speedily enacted into law, 

Sincerely yours, 
Rosert F. WAGNER, Jr,, 
President, Rorouéh of Manhattan, 
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(P. 254, of hearings August 21 and 22, 1951 before Senate Committee on 
Public Works.) 

(The recital of statements by Govs. Al Smith, Franklin D. Roose- 
velt, and Herbert H. Lehman, previously referred to, is as follows:) 


CONSUMER SAFEGUARDS AND STATEMENTS BY Govs. AL SMITH, FRANKLIN D, Roose- 
VELT, AND Herbert H. LEHMAN ADVOCATING CONSUMER NAFEGUARDS 


WHAT ARE SAFEGUARDS 7 


The principal consumer safeguards advanced by governors of New York State 
up to 1945 for the marketing of St. Lawrence-Niagara power have been applied 
by Congress to the major river development projects now in operation or under 
construction in other States. 

As of January 1954, these safeguards are in force on scores of projects includ 
ing Grand Coulee and Bonneville in the Northwest; on reclamation and power 
projects generally in the 17 Western States; on power, navigation and flood con- 
trol projects in the Southeast: and on all reservoir dams now being built by the 
Army engineers on the Columbia, the Missouri, and elsewhere to which Congress 
has made generally applicable section 5 of the Flood Control Act of 1944. 

In acts authorizing such projects (Congress has provided that power publicly 
developed from public resources shall be made available to ultimate consumers 
at the lowest possible resale rates; that priority in the sale of power at wholesale 
shall be accorded municipalities, public bodies and nonpro‘it rural electric co- 
operatives ; and that the power shall be transmitted to load centers over public 
transmission lines where necessary to prevent its monopolization at the bus bar 
by limited groups. 


THE BONNEVILLE ACT 


The Bonneville Act of 1937 set up the Bonneville Power Administration which 
now markets all the power from Grand Coulee and Bonneville Dams, delivering 
the power at wholesale only at load centers over the largest coordinated and 
integrated system of transmission lines in the world. 

The combined energy production at Grand Coulee and Bonneville is comparable 
in magnitude to the production that will become available from the St. Lawrence- 
Niagara projects in New York State. 

The Bonneville Act contains consumer safeguards typical of the marketing 
policies Congress has laid down in authorizing this and other major projects. 
The act states the purpose and effect of the preference clause and the provision 
for transmission of project power to load centers as follows: 

“Section 832c (a).—In order to insure that the facilities for the generation of 
electric energy at the Bonneville project shall be operated for the benefit of the 
general public, and particularly of domestic and rural consumers, the Adminis- 
trator shall at all times, in disposing of electric energy generated at said project, 
give preference and priority to public bodies and cooperatives.” 

“Section 832a (b).—In order to encourage the widest possible use of all electric 
energy that can be generated:and marketed and to provide reasonable outlets 
therefor, and to prevent the monopolization thereof by limited groups, the Ad- 
ministrator is authorized and directed to provide, construct, operate, maintain, 
and improve such electric transmission lines and substations, and facilities and 
structures appurtenant thereto, as he finds necessary, desirable, or appropriate 
for the purpose of transmitting electric energy, available for sale, from the 
Sonneville project to existing and potential markets, and, for the purpose of 
interchange of electric energy, to interconnect the Bonneville project with other 
Federal projects and publicly owned systems constructed on or after August 
20, 1987.” 

The early recommendations made by governors of New York to safeguard 
the marketing of St. Lawrence-Niagara power for the benefit of consumers ante- 
dated by many years the completion of the major Federal multipurpose develop- 
ments. The pioneer safeguards proposed by previous New York Governors have, 
in the years since, been approved by Congress and upheld by the Supreme Court. 


SAFEGUARDS PROPOSED BY GOV. AL SMITH 


During his 8 years as chief executive of the State, Governor Smith emphasized 
the importance of consumer safeguards in the marketing of publicly developed 
power in many messages and public speeches. In a special message near the 
start of his second term, Governor Smith said: 
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“In my first message to the legislature, I spoke about the necessity for the 
development of our waterpower. * * * The Niagara River on the west and the 
St. Lawrence on the north furnish power possibilities of immense value * * *, 

“The State should develop these power resources on these rivers and transmit 
energy created thereby to every municipality over transmission lines owned and 
controlled by the State * * *. 

“This would enable our municipalities to secure an abundance of firm primary 
basic power for distribution in such manner as they may determine at approxi- 
mately the cost of production and delivery. The ultimate consumer would be 
able to secure this power at the lowest possible price. 

“T recommend * * that appropriate legislation be enacted to carry out this 
policy, which means the immediate development by the State of the undeveloped 
power available on the Niagara and St. Lawrence. We should at the same time 
provide means for the transmission and sale to the municipalities of the electrical 
energy created thereby. * * * 

“Pending the development of all these powers, existing transmission lines 
should be declared common carriers by law and compelled to transmit electrical 
nergy at a reasonable price. * 

“No pending public question is of more moment to the people of this State 
than the development of this great resource. It has been exploited in the past in 
the interest of private corporations that have operated it for private gain. What 
remains of it must be developed in accordance with the enlightened thought of 
today, and that I take it to be by the State itself, under State ownership and 
State control, to the end that all of the people may be able to realize the individual 
benefit which should flow to them from their own resources and their own 
property.” (Special message, March 5, 1923.) 

Governor Smith recommended the Straus bill to provide for public development 
of the St. Lawrence, the Niagara, and other waterpower resources in the State. 
In a letter to the outgoing members of the New York State Waterpower Com- 
mission on December 3, 1926, in which he blocked a lease of St. Lawrence power 
for private development, Governor Smith stated that the program outlined in 
the Straus bill “was accepted by the Senate in 1924 and the decision calling for 
its defeat in the assembly was made by one man * * * Ed Machold” (then 
speaker of the assembly, later Republican State chairman in the Hoover cam- 
paign against Smith in 1928, president and chairman of the board of the Niagara 
Hudson Power Corp., and a presidential elector for Dewey in 1948). 

Governor Smith did not advocate the transmission or direct sale of St. Law- 
rence-Niagara energy in retail marketing operations by the State but he vigor- 
ously supported effective safeguards for ultimate consumers and advocated 
giving to each community the right to determine whether it should be served by 
public or private utility plants. He took direct issue with Mr. Hoover and, when 
attacked by the latter for embracing socialism in his New York State and Federal 
programs for public power, replied : 

“Where did I hear this before? Where did this expression of ‘State socialism’ 
originate as applied to State ownership and development of waterpower? It is 
the stock argument of the Power Trust and was used against my power plans 
by the power lobby in the State of New York * * *.” (Speech at Boston, Mass., 
Oct. 24, 1928. Addresses of Governor Smith, 1928, pp. 207-8.) 


SAFEGUARDS ADVOCATED BY GOV. FRANKLIN D. ROOSEVELT 


In his 4 years as chief executive of New York State, Governor Roosevelt de- 
voted more attention to the development and marketing of public power than 
to any other issue in his messages to the legislature. (See Congressional Record 
for Feb. 1, 1934, pp. 1757-72, for excerpts for 36 messages and public statements 
on power by Governor Roosevelt. ) 

The Power Authority Act of 1931 was a compromise measure enacted by a 
legislature under Republican control. The act fell short of the original recom- 
mendations made by the Governor for safeguards for consumers in the trans- 
mission and marketing of power, safeguards which he later recommended to and 
obtained from Congress in bills authorizing scores of major projects. 

The 1931 act permitted the Power Authority to construct or acquire trans- 
mission lines “to conduct electricity to industrial and other users located at or 
near the site” (sec. 1005, subsec. 7). It further directed the authority to “make 
provision so that municipalities and other political subdivisions of the State 
now or hereafter authorized by law to engage in the distribution of electric cur- 
rent may secure a reasonable share of the power generated at the project.” 
( Ibid.) 













120 NIAGARA FALLS POWER DEVELOPMENT 






In its first report to the Governor after the enactment of the 1931 law, the 
Power Authority itself pointed out that “we have been forced to consider the 
fact that, under existing conditions, there is one corporation (Niagara Hudson) 
which occupies a peculiarly advantageous position in bidding for distribution 
of the enormous quantity of electrictiy to be generated by the State.” 

Interpreting the above provision as a preference clause for municipalities and 
other public bodies, the authority stated in its report: 

“The salutary force of competition, necessary to secure for the people and 
industries of the State the distribution of St. Lawrence power upon the most 
beneficial terms, must therefore be provided by constructive action on the part 
of the State itself. * * * 

“Consisent with the express purpose of this section (the preferance clause) 
and in order to provide the alternative possibilities of distribution which, we 
feel, will insure the consummation of fair contracts which will carry out the 
intent of the law, the Power Authority recommends the enactment of the bills 
permitting municipalities, with the consent of their citizens, to engage in the dis- 
tribution of electricity and to form power districts for this purpose.” 





CONSUMER SAFEGUARDS ADVANCED BY GOVERNOR LEHMAN 


Throughout his 4 terms and 10 years as chief executive of the State, Governor 
Lehman consistently recommended Mmeastres to strengthen the consumer safe- 
guards for the marketing of power not only from the St. Lawrence but from 
the Niagara as well. 

Supplementing the provisions of the Power Authority Act, Governor Lehman 
obtained the passage of the Municipal Ownership Act of 1984, permitting munici- 
palities to engage ih the distribution of electric energy upon a referendum vote 
and the Rural Hlectrification Act of 1942, for the first time permitting the or- 
ganization of REA cooperatives in New York State. 

In his annual message to the legislature on January 2, 1934, recommending 
the municipal power bill, Governor Lehman said: 

“IT repeat the recommendation made to you last year, that you adopt legisla- 
tion to permit the municipalities of the State, after approval by a referendum 
vote, to purchase and sell electricity developed from the St. Lawrence River. 
Municipalities will in this way be able to buy cheap electricity, and at the same 
time be given a potent weapon with which to compel the existing public utility 
companies to provide them with electricity at reasonable rates.” 

Governor Lehman was the first chief executive of the State to propose that the 
St. Lawrence power development be undertaken under the authority of the 
s;oundary Waters Treaty of 1909 and an order of approval from the Inter- 
national Joint Commission in the event that Congress delayed the authorization 
of the dual purpose seaway and power project. This procedure, outlined in Gov- 
ernor Lehman's message to the legislature on January 14, 1941, was later adopted 
as an alternative method of getting the development underway, in the applica- 
tion to the International Joint Commission sponsored by President Truman. 


The Cuarrman. Are there any questions of Senator Lehman? 

Senator Case. Mr. Chairman. 

The CHarMan. Senator Case. 

Senator Case. Senator Lehman, what proportion of the rural cus- 
tomers who get electricity in New York State are served by public 
bodies and what proportion by private utilities ¢ 

Senator Lenman. I do not have those figures, Senator. 

Senator Case. During the time that Governor Dewey was here I 
think he testified that 95 or 98 percent of the consumers in New York 
State were served by private utilities. Would you know whether that 
figure was correct ¢ 

Senator Lenman. I would question the accuracy of those figures, 
but I do not have the exact figures. 

I do know that the rural electrification cooperatives are very 
strongly in favor of this bill and the safeguards which it contains. 
Senator Casz. You say you doubt the accuracy of those figures. 
Senator Lenman. I beg your pardon. 
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Senator Casr, You say you doubt the accuracy of those figures / 

Senator Leuman. I doubt it; yes. 

[ have no figures of my own to show the exact percentage. 

Senator Case. On pase 9 of your statement you say : 

In New York State it has been argued 95 percent of the customers for electric 

rvice get this service from private utilities. 

Senator Leuman. I think that is probably true; yes. Everybody 

New York City—a hundred percent of the people in New York 
City—do get their services now from public utilities. So, I think 

iat is prob ibly a fair statement. 

Senator Case. Say 95 percent then, rather than 98 percent. 

Wouldn’t the effect of your bill be to give the preference in the 
listribution of this power to public bodies in New York State and 

itside of New York State, to the extent that the export of power 
outside of New York State would discriminate against those 95 
percent of the consumers in New York State ? 

Senator Lenman. I am afraid I don’t understand your question, 
Senator. 

Senator Case. Your bill provides for exporting this power outside 
the State of New York to public bodies, does it not? 

Senator Lenman. It certainly provides for the export of power. 
It provides for fair distribution of a fair share of this power to 
idjacent States, in the case of Niagara, notably Pennsylvania and 
Ohio, some parts of Pennsylvania and Ohio. 

Senator Casr. To the public bodies? 

Senator Lenman. To the States. I mean the States would be 
entitled to a fair share of the power that was developed in the Niagara 
development. 

Senator Casre. On page 5, at the bottom of the page, subparagraph 


3), section 4, I read from your bill: 


In contracting for the disposition of project power, (A) preference shall be 
given to States, counties, and municipalities, including their agencies or instru- 
mentalities, and to cooperative or other organizations not organized or admin- 
istered for profit but primarily for the purpose of supplying electric energy to 
their members as nearly as possible at cost, and to the Department of Defense, 
and other defense agencies— 
and so forth. 

Senator LenMan. I think that is quite clear. Of that part of the 
power that is exported to States, other States, adjacent to New York 
within economic transmission distance—— 

Senator Casr. It seems to me it clearly 

Senator Lenman. Within those States, the public bodies would be 
given preference under this bill. 

Senator Casr. They would be given preference? 

Senator Lenman. Just as they would be given preference in New 
York State under the bill. 

Senator Case. They would be given preference over and ahead of 
the 95 percent of the consumers. 

Senator Leaman. It would not affect in any way the share which 
New York State would get or the disposition which would be made 
of that power. 

Senator Case. Where in your bill do you insure that the power 
will be made available to the consumers in the State of New York 
ahead of your preference clause / 
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Senator Leman. I think under subsection 5, page 6. 

Senator Case. Read it. 

Senator Lenman. All right. 

Project power shall be sold and distributed primarily for the benefit of the 
people as consumers, and particularly for the benefit of domestic and rural 
consumers, to Whom it shall be made available at the lowest possible rates and 
in such manner as to encourage the widest possible use. 

Senator Case. Now, Senator Lehman, do you want the record to 
show that you have that in the bill to defeat your preference clause? 

Senator Lenman. I didn’t understand that. 

Senator Case. Do you want the record to show that you interpret 
that as defeating your preference clause / 

Senator Lenman. No. 

Senator Case. The only interpretation, the logical interpreta- 
tion 

Senator LeumMan. I was reading part 

Senator Casr. The logical interpretation of paragraph 5 is that 
when the power is sold the consumer shall get the benefit rather than 
the distributors, but it certainly doesn’t modify the fact you have 
said that : 

In contracting for the disposition of project power, (A) preference shall be 
given to States, counties, and municipalities, including their agencies or instru- 
mentalities, and to cooperative or other organizations not organized or ad- 
ministered for profit. * * * 

Senator LeuMan. I will just read this—— 

Senator Case. Your 6 follows 5, and it is stronger, and 6 is con- 
sistent with the general—— 


Senator LeuMan. I will read this subsection (3) in section 4, page 


»: 

In contracting for the disposition of project power (A) preference shall be 
given to States, counties, and municipalities, including their agencies or instru- 
mentalities, and to cooperative or other organizations not organized or ad- 
ministered for profit but primarily for the purpose of supplying electric energ 
to their members as nearly as possible at cost, and to the Department of De- 
fense, and other defense agencies; and (B) arrangements and contracts for 
the disposition of project power shall be made sufficiently flexible and with 
suitable withdrawal provisions so that the foregoing recipients of preference, 
now or hereafter authorized by law to engage in the distribution of electric 
energy, may secure a reasonable share of the project power. 

Senator Casr. That is exactly what I said. That is exactly the 
section that does what I think you are trying to say it doesn’t do, 

You give preference to the States, to the counties, to the municipal- 
ities, and to the cooperatives under your (A), and then (B), if you sell 
any power you retain sufficient withdrawal provisions so that you can 
reclaim the power for sale to them, that is, to the public bodies. 

Senator Lenman. I think these provisions that I read certainly 
clearly show the legislative intent to give the preference, the safe- 
guards, which do not exist in any way in the Ives-Becker bill, which 
would merely provide for the turning over of this great natural 
resource to the State of New York, and I want it to go to the State 
of New York—I can’t emphasize that too strongly—but under the 
Ives-Becker bill, the resource would be turned over to New York with- 
out any safeguards of the consumer interest whatsoever, none, and, 
of course, the elimination—— 
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Senator Case. Don’t you have any safeguards in the power-author- 
ty law in the State of New York? 

Senator Lenman. The power authority 

Senator Casr. Yes. 

Senator Lenman. Certainly not in connection with this bill. 

Senator Case. If it were constructed by the State of New York, 
wouldn’t the construction be subject to the Power Authority Act of 
the State of New York? 

Senator Lenman. The construction ? 

Senator Casg. Yes, and the operation. 

Senator Leuman. May I repeat the history of this thing? 

Originally it was the intent that this project on the Niagara, as 
well as the project on the St. Lawrence, be built by the Federal Gov- 
ernment, under an agreement that it would be turned over to the 
State of New York ag: ‘ainst reimbursement to the Federal Government 
of the full cost thereof, and with definite safeguards concerning 
preferences. 

Now, that was the original intent, and we entered into a memo- 
randum— 

Senator Cask. Without reference to the Ives-Becker 

Senator Leaman. May I finish my statement ? 

We entered into what was known as the Federal-State accord be- 
tween the Federal Government and New York, I think it was around 
1939 or 1940, and that remained the intention until 1950. It was 
confirmed by the power authority on many occasions. 

In 1950 Governor Dewey made a so-called reorganization of the 
power authority by substituting some of his original appointees by 
others, and the entire policy of the power authority was completely 
changed, and is changed today, and under the proposal made by Gov- 
ernor Dewey there would be no control whatsoever; there would be 
10 safeguards. This power would be turned over to private utilities 
for transmission at the bus bar. There would be no intent to build 
transmission lines even when it was impossible to enter into satis- 
factory contracts for transmission with the private companies. They 
would only be built really with the permission of the private com- 
panies, who said, “We are not interested in this thing.” 

Senator Casr. Senator Lehman, I would like to read paragraph 5 
of the Power Authority Act of the State of New York, or at least 
this portion of it, and then ask you whether or not you think this 
justifies the statement you have just made, that there would be no 
restraint if the construction were made by the State of New York 

under, let’s say, the authority of the Federal Power Commission. 

You referred to the Ives Act. I prefer to refer to the bill which 
1 introduced, which would make the licensee subject to the control of 

he Federal Power Commission, and if the State were an applicant, 
as I understand it, under the Federal Power Act, the State would get 

he right to construct. 

The portion I read is as follows: 

The development of hydroelectric power from the St. Lawrence and Niagara 
projects “shall be considered primarily as for the benefit of the people of the 
State as a whole and particularly the domestic and rural consumers to whom 


he power can economically be made available, and accordingly that sale to and 
ise by industry shall be a secondary purpose, to be utilized principally to 
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secure a sufficiently high load factor and revenue returns to permit domestie and 
rural use at the lowest possible rates and in such manner as to encourage in- 
creased domestic and rural use of electricity. In furtherance of this policy and 
to secure a wider distribution of such power and use of the greatest value to the 
general public or the State, the authority shall in addition to other methods which 
it may find advantageous make provision so that municipalities and other politica] 
subdivisions of the State now or hereafter authorized by law to engage in the 
distribution of electric power may secure a reasonable share of the power 
generated by such projects, and shall sell the same or cause the same to be sold 
to such municipalities and political subdivisions at prices representing cost of 
generation, plus capital and operating charges, plus a fair cost of transmission, 
all as determined by the trustees, and subject to conditions which shall assure 
the resale of such power to domestic and rural consumers at the lowest possible 
price, provided, however, That in disposing of hydroelectric power pursuant to 
and in furtherance of the aforementioned policy and purposes, appropriate 
provision may also be made to allocate a reasonable share of project power to 
agencies created or designated by other States and authorized to resell the 
power to users under the same terms and conditions as power is disposed of in 
New York State.” (Power Authority Act, 8. 1005, par. 5.) 

Now, as I read that, the Power Authority of New York State would 
be required to give primary consideration to the domestic and rural 
consumers of the State of New York. Then, after taking care of those 
consumers, they might make a reasonable share available to the agen- 
cies created or designated by other States. 

However, your bill, as I read it, gives first preference to the States 
and their subdivisions, which, under the peculiar situation that you 
have in New York State where 95 percent of the consumers are served 
by private utilities, means you will be exporting most of that power 
to other States. 

Senator Lenman. Were you reading from the Power Authority 
Act? 

Senator Casr. Yes; I was. 

Senator Leuman. Of 1931? 

Senator Case. Whatever year was it. I don’t have the year. 

Senator Lenman. I think it was 1931; and may I say I played a 
very great part in the enactment of that bill, the bill that was intro- 
duced at the time Franklin Roosevelt was governor of the State and 
I was lieutenant governor. 

I mention that to show my long-continued interest in this matter 
and my long-continued interest in public development of waterpower 
and public safeguarding of the great waterpower resources of this 
State. 

The trouble with that is the provisions of that bill were accepted 
and recognized continuously from the time of its passage in 1931 until 
about 1950, when this new board came in, and since then the provisions 
of that bill have, in my opinion, been completely perverted. 

It was always intended that public bodies were to be given prefer- 
ence and that the municipalities would be given preference. 

Governor Roosevelt, during the time he was governor, and I later 
fought for authority for municipalities to erect and operate municipal 
plants, and it was always intended that when the waterpower of the 
Niagara and of the St. Lawrence was developed and came under the 
jurisdiction and operation-of the State of New York those preferences 
would be given. 

You know, we tried to get these preferences recognized in the St. 
Lawrence. Unfortunately, the Federal Power Commission felt they 
did not have the authority to impose these conditions, when they 
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cranted the license to the New York State Power Authority to oper- 
ate, construct and operate, the St. Lawrence. ; 

These safeguards should have been in the license given for the St. 
Lawrence development. 4 

We couldn’t control that because there was no reservation such as 
we have in the Niagara Treaty. There was a treaty covering the St. 
Lawrence but no reservation that these waters on the St. Lawrence 
should be developed in the public interest. 

The Federal Power Commission theoretically had the authority to 
turn over the great St. Lawrence resource to private development. 
Fortunately they didn’t. They turned it over to the State, but without 
any safeguards. 

Senator Casr. Has the State power authority been selling power? 

Senator Lenman. No; they haven’t got any 

Senator Case. How has it perverted the purpose, then, if it hasn’t 
had any power to sell? 

Senator Lenman. Governor Dewey has never made any secret of his 
intentions. Hehasstatedthem. Ihave had talks with him. He has 
stated his purpose time and time again, and I think you will find it in 
reading the record of his testimony before the committee. There is 
no secret about it. 

Senator Casr. I have a letter from Governor Dewey, under date of 
February 4, 1954, in which he says: 

The New York law requires that the primary benefits of cheap power from 
St. Lawrence and Niagara shall be given to all the people within economic reach 
whether they are served by municipal, cooperative, or private companies. They 
are all people, no matter by whom they are served. 

T am enclosing an excerpt from the Power Authority Act that spells out this 
preference of benefit accorded to all rural and domestic consumers. 

Now, as a matter of fact, I know very little about the inside economic 
structure or political structure of New York State, and I have no chips 
in this matter, one way or another, except that following the hearings 
that I have heard before it appeared to me that the logical thing for 
Congress to do was to make applicable here the provisions that would 
be applicable had the treaty provision not been written into law—in 
other words, to leave it with the Federal Power Commission. 

That is why I introduced the bill that would leave it with the Fed- 
eral Power Commission and, as I understand it, under present law, if 
the State of New York makes an application to the Federal Power 
Commission for a license to construct it would be given the preference 
to do so, and then if the State of New York did so it would be subject 
to the law of the Power Authority Act of the State of New York. 

I don’t care to make a general statement on my bill at this time, but 
there was a reference in your statement to the bill, to which I would 
direct your attention, and I want to ask a question about it. 

Your statement on page 1 says: 

The Case bill, which strikes down the reservation in the United States- 
Canadian Treaty, and abdicates congressional jurisdiction over the Niagara 
resource, passing the buck to the Federal Power Commission * * *, 

If that, abandoning or nullifying the effect of the reservation in 
that treaty, and giving it to the Federal Power Commission, is passing 
the buck, don’t we pass the buck whenever we let the Federal Power 
Commission act on any application for license to construct? 
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Senator Leuman. Let me answer it this way: Except for the St. 
Lawrence project, Congress has not, in recent years let the Power 
Commission grant licenses for great hydroelectric project like Niagara. 
When the Treaty with Canada on Niagara came before the Senate, the 
treaty did not contain the provision that congressional action was nec- 
essary. That was a reservation attached to the treaty by the Senate 
of the United States, and I think it was a very sound and fortunate 
reservation. Had we omitted to adopt that reservation, the FPC 
would have had the right to grant the license, subject always to the 
will of Congress. 

For 50 years, as I understand it, there have been certain safeguards 
placed around the great power developments that have been au- 
thorized by Congress and financed, in the main, or wholly, by the 
Federal Government. 

If you are going to negate this reservation, you would be turning 
the matter over to the Federal Power Commission to act on any ap- 
plication that may come to it, either from the State of New York or 
from private utility companies, in whatever manner seems desirable 
to the Federal Power Commission. The Congress of the United 
States would be completely abdicating its responsibility or the respon- 
sibility which it assumed when it placed this reservation into the 
treaty. 

Senator Case. Now, of course, in your—— 

Senator LenMaAn. May I just finish that? 

And it would also be abdicating, reversing, nullifying a public- 
power policy which I understand, as I said before, has been in exist- 
ence in this country for upwards of 50 years. 

Now, Congress has the power to do that. I should greatly deplore 
their doing it. I think it would be, in effect, a surrender, a giveaway 
of these valuable power resources, without any proper control, with- 
out any proper safeguards. 

The Congress has the power to do it. There is no doubt about that, 
but I think it would be a complete surrender and completely contrary 
to the interests of the people of this country. 

Senator Case. Does your bill propose Federal financing ? 

Senator Lenman. No. 

Senator Case. Now, you accurately in your comment a moment ago 
referred to the fact that when Federal financing is involved the Fed- 
eral Government has a power policy, a preference power policy, which, 
in my judgment is the basis or at least a very sound reason for the ap- 
plication of a power-disposal policy determined by the Congress when 
the Federal Government puts up the money. You are proposing, 
however, a system whereby the State puts up the money. 

Let me read to you 

Senator LenMan. May I answer that first ? 

Senator Casr. All right. 

Senator Leuman. I don’t think it has any reference at all to this 
situation. What is being done here is that the State of New York is 
willing to relieve the Federal Government of any financial responsi- 
bility, but the Federal Government is, nevertheless, giving away this 
great resource of the Niagara River. That is a resource belonging to 
the United States Government and to the people of the United States. 

I think, therefore, it is not only the right of the Federal Government 
but the duty of the Federal Government, so far as practicable, to safe- 
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guard its time-sanctioned policies which, in my opinion, still are in 
the interest of the people of the United States. 

Senator Case. I want to call to your attention the policies the Fed- 
eral Government has enunciated with respect to situations where they 
come before the Federal Power Commission, where the applicant is 
a State. 

The first act I cite is the Federal Water Power Act of June 10, 1920, 
section 7, and I call your attention to the fact that this was enacted in 
1920, which, if memory serves me correctly, would be in a Democratic 
administration, when Mr. Wilson was President and this act was un- 
coubtedly signed by him. Section 7 of that act was amended later in 
1935—August 26, 1935. It was approved as the Federal Power Act. 

Section 7 in both acts are substantially the same, but I will read the 
later one, and I call attention to the fact that the act of August 26, 
1935, was undoubtedly approved by President Roosevelt at that time. 
This is the section 7, as amended in 1935, which resembles very closely 
the original section 7 signed by Mr. Wilson; but, in any event, Presi- 
dent Roosevelt’s Federal Water Power Act approval included this 
section 7: 

(a) In issuing preliminary permits hereunder or licenses where no preliminary 
permit has been issued and in issuing licenses to new licensees under section 15 
hereof the Commission shall give preference to applications therefor by States 
and municipalities, provided the plans for the same are deemed by the Commis- 
sion equally well adapted, or shall within a reasonable time to be fixed by the 
Commission be made equally well adapted, to conserve and utilize in the public 
interest the water resources of the region; and as between other applicants, the 
Commission may give preference to the applicant, the plans of which it finds and 
determines are best adapted to develop, conserve, and utilize in the public in 
terest the water resources of the region, if it be satisfied as to the ability of the 
applicant to carry out such plans. 

In other words, very definitely the law requires the preference shall 
be given to the States or municipalities if they are applicants for the 
licenses to construct. 

Then section 7 continues : 

(b) Whenever, in the judgment of the Commission, the development of any 
water resources for public purposes should be undertaken by the United States 
itself, the Commission shall not approve any application for any project affecting 
such development, but shall cause to be made such examinations, surveys, reports, 
plans, and estimates of the cost of the proposed development as it may find 
necessary, and shall submit its findings to Congress with such recommendations 
as it may find appropriate concerning such development. 

Therefore, I object to your saying that my bill passes the buck to 
the Federal Power Commission and abdicates congressional jurisdic- 
tion, for the law clearly says, in the first place, if the State is an 
applicant it shall have the preference; in the second case, if the Com- 
mission finds it should be developed by the Federal Government, then 
the Commission is directed to require surveys and studies and to report 
that to the Congress. 

Now, where does the bill which I propose abdicate the interest of 
Congress or pass the buck in any way other than it would on any other 
project through the general law of the United States? 

Senator Leuman. Under our reservation, the reservation that was 
put into the Niagara treaty by the Senate, it was declared that the 
waters of the Niagara River should be developed purely in the public 
interest. 
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Now, I don’t believe that either turning over this power project to 
private industry, to private utility companies, which could only be 
done if they turned down an application of the State—I realize that- 
or turning it over to the State without any safeguards whatever, save 
the one that adjacent States should get their share of the power—— 

Senator Casr. Again I invite the Senator’s attention to the fact that 
the language of the act of 1935 was approved and signed by Mr. Roose- 
velt and that if there was any failure to protect the public interest or if 
there was any suggestion of abdicating congressional jurisdiction by 
the language which I read—and I don’t think it does—it certainly was 
not proposed by the Senator from South Dakota. 

Senator Lenman. Now, I 

The CuarMan. Just a moment, Senator. 

I want to apologize to the Members of the House. Senator Lehman 
and I had a talk yesterday afternoon, and—Senator, this is no fault 
of yours—he said his statement would take a half hour—and your 
statement was well within the half hour. 

If there is no objection, as a courtesy to the House and to the chair- 
man 07 the Public Works Committee of the House, since they have the 
tax measure up at 12 o’clock, I would like, Senator Lehman, to hear 
from Congressman Dondero, and his statement will come at the end 
of your statement. 

Senator Leuman. May I just ask for 1 minute more, or 2 minutes 
more, to complete this statement ? 

The Cuarrman. I think 

Senator Morse. Mr. Chairman, may I interrupt and make this sug- 
gestion on procedure ? 

I quite agree with the Chair. The courtesy suggested should be 
extended immediately to Members of the House, and we should hear 
their testimony ; but may I say, most respectfully, Mr. Chairman, that 
the issues raised by these bills, in my Judgment, are so vital to the 
future power policy of our Government that I want to serve notice 
now to the chairman that I have a long cross-examination of the Sen- 
ator from New York, and I am going to ask for permission to make 
that a iatter of record in due course of time if I sit here all alone in the 
presence of the court reporter and make it, because I don’t think I can 
finish cross-examining the Senator from New York in less than two 
morning sessions. 

The Cuatrman. We will have a session tomorrow morning at 10 
o’clock but I would like to give the courtesy to Congressman Don- 
dero—and I want to impress on the committee and all others, that it is 
no fault of Senator Lehman that he was not through in a half hour, 
and I want everybody to have full opportunity to completely examine 
any witnesses who appear before the committee, although a lot of this 
will be a matter of interpretation. 

For example, with respect to Senator Case and Senator Lehman, 
a lot of the statements that are made and the regulations and laws that 
are cited is going to be a matter of interpreting those statements, 
regulations, and laws. 

In America we still have a right to differ on these things, and that 
is how we come to proper conclusion for the benefit of the greatest 
number of American people, and that is what the committee is now 
trying to do. 
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Senator Leuman. May I say, of course, the fault was not mine. 

Che Cuatrman. No, no. 

Senator Lenman. I was cross-examined. 

I would like 1 minute in which to reply—— 

Senator Casg. I am not going to object to Senator Lehman, just so 
he doesn’t charge me with passing the buck again. 

Senator Morse. I will object, Mr. Chairman. I think the Senator 
from South Dakota should have done exactly what he has done here 
this morning, although I think he should do it at greater length. I 
think it is well to participate in the kind of cross-examination, but 
[ think the House Members, as a matter of courtesy, should be heard, 
and our own colleague can be called back at our convenience. 

The CHarrMAn. We will have a meeting tomorrow morning in this 
room at 10 o’clock, but I would like now, if there is no objection, to 
extend the courtesy to the chairman of the House Public Works Com- 
mittee 

Senator Gorn. There is no objection, of course, but I do want to 
point out there is a Democratic caucus in the House of Representatives 
tomorrow morning. 

So the members from the House on the Democratic side couldn’t 
possibly appear tomorrow morning. Therefore, the examination of 
Senator Lehman might as well proceed and at some later morning ses- 
sion the House Members could come. 

The Cuarrman. As a matter of fact, the House Members are just 
interested in testifying on these various measures. 

Yesterday morning we didn’t have a session of this committee be- 
cause the Democratic Senators were having a conference, or caucus, 
whatever you call it. We call it conference on the Republican side. 
Senator Lehman and I talked that over. 

Mr. Donpero. May I inquire, Mr. Chairman, that if I am permitted 
to proceed now for a few minutes, that will not preclude my colleagues 
from the House, and those on my committee who are here also, Gov- 
ernor Dempsey of Arizona—— 

Mr. Dempsey. New Mexico. 

Mr. Donpero. New Mexico—and also Mr. Miller, of Niagara Falls. 

The Cuatrrman. You ought to have said Governor Dempsey of 
Pennsylvania. 

Mr. Dempsry. That is right. 

The Cramrman. We claim Governor Dempsey. He was born in 
Pennsylvania, and we are very proud of it. 

Mr. Roosrveur. Senator, may I amend my good friend, Mr. Don- 
dero’s request ? ay 0 

His testimony now would in no way preclude my testifying at a 
convenient time. 

The Cuamrman. No; no. I might say I probably should have read 
before we started my statement at the close of Governor Dewey’s testi- 
mony last July, that we would reconvene at the beginning of this 
session of Congress and hear Senators and Members of the House. 

That statement was made at that time. I probably should have 
read it this morning, but that, of course, has been the understanding. 

You go ahead as far as you can, Congressman. 

Mr. Donvero. I think perhaps I can finish in 10 or 12 minutes. 
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Senator Bratt. Mr. Chairman, may I make a request that at the 
conclusion of Senator Lehman’s testimony Congressman Miller and 
Congressman Dempsey and Congressman Roosevelt have a day, since 
we are going to have Senator Lehman tomorrow ? 

The Cuatrrman. We will have a session tomorrow morning, and go 
as far as we can. 

Senator Bratt. As Senator Morse has said, it is going to take 2 
days. 

Senator Morse. But unfortunately the Independent Party is hav- 
ing a caucus tomorrow morning at 10 o'clock. 

Senator Leuman. It will be very agreeable to me if there is any 
further examination, and I hope there will be further examination, 
to postpone it until next week, in view of the fact there are several 
other witnesses. 

The Cuarrman. I know we have several witnesses to hear. I want 
to be courteous to the Members of Congress, but this is such an im- 
portant thing that the committee should have, one way or another, 
all the views to be presented and developed. Regardless of what 
bill may be reported out by this committee, someone will move to 
substitute the other, and then the debate will be on the’ floor of the 
Senate, and it is very important that it will be debated, and debated 
thoroughly, because there is a great question at issue in this matter. 
It is one of the most important things before the American Congress 
this year. 

Mr. Roosrverr. Mr. Chairman, may I just amend my previous 
remarks and say that, unlike the Independent Party, I am willing to 
forego the Democratic caucus tomorrow morning if the committee 
will be pleased to hear me. 

The CHarmman. You are very kind, but, Congressman, you need 
not do that. Iam very much for conferences of the party, Independ- 
ent Party, and all of them, because that is our form of government— 
and, thank God, we still have a country where we can have party 
caucuses and conferences, and have some party discipline and regu- 
larity, because that is the greatness of America 

Senator Morse. Mr. Chairman, give me a moment. 

I am just having a little fun. 

It so hap pens I have cooperated with the majority party in regard 
to that unanimous-consent agreement tomorrow by getting a speech 
scheduled for tomorrow tr ansferred for tonight, in ‘Chicago, and I am 
leaving on the 12:45 plane, speaking in Chicago tonight and getting 
back about 11:30 tomorrow morning. So, I ‘annot be at the hearing 
tomorrow, but I will be here next week to cross-examine Mr. Lehman. 

The Cuatrman. Off the record. 

(Discussion off the record.) 

The Cuarmman. Go ahead, Congressman. 

Mr. Donvero. May I announce, Mr. Chairman, I think the House 
Members could very well remain here 10 or 15 minutes after 12, if 
the chairman desires to hear us. 

The Caarrman. Go ahead, Mr. Dondero. 
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STATEMENT OF HON. GEORGE A. DONDERO, A REPRESENTATIVE 
IN CONGRESS FROM THE 18TH DISTRICT OF THE STATE OF 
MICHIGAN 


Mr. Donpero. Mr. Chairman, as chairman of the House Public 
Works Committee, I presided with Senator Bush last year over all of 
the joint hearings of this committee and the House committee on 
this project, and ‘last year I also sat around this table, and for 2 hours 
listened to Governor Dewey’s statement, and at its conclusion my own 
knowledge of the essential facts left me convinced that Governor 
Dewey’s contentions are without sound basis. 

[ am also convinced more than ever, as is the overwhelming majority 
of the House of Representatives—and I call attention to the vote on 
this particular issue, which was 262 for it, and 120 against it—that 
sound public policy dictates that the Congress should here pursue a 
course which confines government to its job of governing. 

Because the statements of my cosponsors of the private enterprise 
legislation cover the Governor’s other contentions, I shall confine my- 
self to 2 points—and 2 points only: First, the contention that New 
York State requires tax-free power to maintain its competitive position 
industrially with other States; and second, the suggestion that the 
Congress should abandon completely ay determination of this policy 
question and delegate it to the Federal Power Commission. 


In urging State construction of the additional development at 
Niagara—and may I say here and now there is no connection whatever, 
as I see it, between Niagara and the St. Lawrence seaway—the Gov- 
ernor has asserted that tax-free power is essential to halt the removal 


of industry from New York State; that New York State industrial 
plants are moving to public areas, where public power is produced, 
ae that New York needs tax-free power to maintain its industrial 
position in competition with other States. 

That was the substance of the Governor’s statement before this 
committee last July. 

Now, let’s look at the facts. 

In the January 1954 issue of the New York State Commerce Review 
published by the State of New York, with Thomas E. Dewey as 
Cevaeneai it is stated under the heading “Manufacturing in New 
York State, 1952” 


The preeminance of New York State’s manufacturing industries continued 
unchallenged in 1952 as substantial gains were registered in all measures, ac- 
cording to the latest annual Survey of Manufactures, issued by the United States 
Bureau of the Census. 

Value added by manufacture in New York State was more than $13 billion— 
an increase of almost 10 percent over that in 1951, compared to a 6 percent ad- 
vance in the country asa whole. 

Value added” approximates the increase in value given to raw and semi- 
finished materials by the manufacturing process.) New York’s manufacturing 
employment, at 1,943,000, was 3 percent higher in 1952, while the gain in all 
the Nation’s factories was only 2 percent. * * * 

Paralleling the climb in production and employment, plant capacity in the 
State also expanded ; $551 million was spent in 1952 on new plant and equipment 
by manufacturers in New York. Of that total, more than $182 million was 
expended for new plants, $27 million more than in the year before. During the 
same interval, the amount spent for new factories and plant additions in the 
Nation as a whole fell off by $34 million * * *. 

* * * Industry in New York in recent years has been characterized by the 
growing importance of such fields as electronics, pharmaceuticals, silicones, 
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aircraft-control and industrial instruments, titanium and metal products. De- 
velopments in these industries helped to enlarge the State’s share of United 
States output in a number of lines. As a result, industries in New York State 
making electrical machinery, instruments, furaiture, and fabricated-metal prod- 
ucts accounted for larger proportions of the national total of value added. 

This official publication goes on further to state under the heading 
“New York and Other States” : 

As in earlier years, New York State maintained a substantial lead over the 
next-ranking State in every measure of total manufacturing activity. Thus, in 
1952, New York firms employed 480,000 more workers, accounted for $3.4 
billion more in value, added and recorded 489 million more man-hours for their 
factory workers than did the producers in the second-largest manufacturing 
State. The $13.1 billion in value added in New York exceeded the combined 
total for 27 other States. 

The State retained its No. 1 position in 5 of the Nation’s 20 major industry 
groups—apparel, printing and publishing, instruments, paper and paper products, 
and furniture fixtures, 

The same publication does not set forth comparable statistics for 
the year 1953, but it does state that: 

The economy of New York State registered an all-time peak in 1958 * * *. 

Total business volume in 1953 was at the highest level on record * * *. 

Bear in mind, too, that New York is the second largest dairying 
State and has substantially complete farm electrification. 

I suppose we can hardly criticize Governor Dewey as Governor 
of New York for desiring that New York exceed industrially the 
combined efforts of not just 27 other States, but of all. the other 47 
States, nor can we criticize him for See that New York accede 
to the No. 1 position in all of the N Jation’s | major industries rather 
than just 5 of them; but I will never understand how the elected repre- 
sentatives of the 47 other States can require the people they repre- 
sent to give to New York for these purposes the subsidy which the 
Governor frankly seeks of us. 

Under the circumstances here presented there is not an iota of 
justification for making New York the objective of a domestic Mar- 
shall plan or a domestic point 4 program. 

Moreover, we are requested to impose these subsidies upon the peo- 
ple of the 47 other States although the Governor has been unable to 
sell his program to his own people. Literally thousands of New York 
industrial and business firms have recorded themselves in these pro- 
ceedings as vehemently opposed to his program. 

[his committee’s files, and certainly the House committee’s files, 
contain similar expressions from scores of farm and labor organiza- 
tions and chambers of commerce and other civic organizations in New 
York. In fact, I do not know of a single industrial or business firm, 
or farm or labor, or civic organization ‘from New York, or anywhere 
else for that matter, which has recorded itself in these proceedings or 

elsewhere as in favor of the Governor’s program, namely, to turn 
this power over to the State of New York, although there are 2 or 3 
which have expressed approval of the proposal of Senator Lehman 
and Congressman Roosevelt. 

The Governor has suggested that the Senate now eliminate the 
treaty reservation and this is, of course, the purpose of Senator 
Case’s bill, of which he has spoken. 

This proposal that the Congress now —— to the Federal Power 
Commission the determination of this public-policy question which 
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t has reserved to itself is unnecessary unsound, and inequitable, and, 
nay I call attention to the fact, especially after the House of Repre- 
sentatives has acted upon this very question and upon this very 
proposal. 

It is urged that the problem before the committee is best resolved 
by the Federal Power Commission because of the expertness of that 
(‘ommission in the technical problems involved. However, all of the 
technical problems of any substance have already been fully resolved. 

There is no disagreement here between the Federal, State, and pri- 
ate power company engineers as to the plan of development which 
‘hould here be employ ed. The Bureau of Power of the Federal 
Power Commission rendered an engineering report in 1949 which was 
. result of the cooperative efforts of all of these engineers and the 
plan of development as set forth in that report is expressly referred 
to and incorporated in the private-enterprise bill. Congressional en- 
ictment of the private-enterprise bill will be followed in any event 
by a licensing proceeding under the Federal Power Act in which there 
vill be full opportunity ‘for the application of all of the Commission’s 
expertness. 

Thus, the only problem here is one of highly important public 
poliey, just as the chairman has stated, which should be decided only 
by the Congress, namely, whether we are going to permit any form 
of gover nment, for the first time, in the entire history of hydroelectric 
( levelopment to enter the pure electric-power business. This problem, 
which, to my mind, involves the very roots of our private-enterprise 
system, should be resolved by the Congress itself and not by the agency 
which the Congress has constituted lar; gely for the purpose of resolving 
problems of regulation, engineering, accounting, and other technical 
matters. 

Moreover, the elimination of the treaty reservation would turn the 
clock back 4 years, and after the House has acted pursuant to the reser- 
vation. Nor would it restore the status quo obtaining in 1950 when 
the reservation was adopted. At that time, the only entity qualified 
toapply for a Federal Power Act license was private enterprise. Fed- 
eral construction required enabling Federal legislation ; and the Chair- 
man of the New York Power Authority has testified that its State 
enabling legislation did not then empower it to undertake the Niagara 
development. 

Weall know that. That came as an afterthought. 

The power authority waited 23 years for its license under the Fed- 
eral Power Act for the St. Lawrence power development with competi- 
tion only from Federal authorities and not from investor-owned 
utilities. 'The public interest will be the chief sufferer if the Congress 
should, at this time, divest itself of the matter to initiate a three- 
cornered controversy before the Federal Power Commission. 

I submit that for several reasons the public interest dictates prompt 
favorable action in the Senate on the Capehart-Martin-Miller bill— 
and you can include my name as well—which the House has already 
passed. 

The need for power within the project area has constantly increased. 
The private utilities have been, and will be, required to construct addi- 
tional steam-generating capacity even though all available hydro- 
electric resources, including the Niagara project, are fully utilized. 
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The Niagara project is an additional and lower cost source to meet 
the growing demand and its output will be quickly absorbed, 

Under the terms of the 1950 treaty, Canada can use the United 
States share of the water until our own facilities for its use are com- 
pleted. Under the Canadian construction schedule, they will have 
installed in 1954, 375,000 kilowatts of capacity. The rest of their 
Niagara project is scheduled for completion by 1956. 

Therefore, all the available water in excess of the amount utilized 
in the existing plants on our side of the Niagara River can be utilized 
by Canada beginning this year and until we are able to use the water 
through our own tunnels. 

In the Niagara project the Congress has a splendid opportunity to 
stimulate quickly the expansive power of individual enterprise. En- 
actment of the private enterprise bill can initiate promptly over 100 
million man-hours of employment, directly in the construction of the 
project, and indirectly in the manufacture of the materials and equip- 
ment to go into the project. It is that the project will require 100,000 
tons of steel, 29 million board-feet of lumber, 3,500,000 barrels of 
cement, and $100 million of generating equipment. 

It is also estimated that substantially in excess of one-half of the 
project’s total cost of $400 million will be expended, directly and 
indirectly, for labor. It is further estimated that 5,500 people will 
be employed directly in construction of the project for a period of 
6 years, and 3,000 people employed over the same period in the manu- 
facture and processing of the necessary equipment and materials. 

Representatives of private enterprise have stated that construction 
of the project could be commenced immediately after the enactment 
of the private enterprise bill and the issuance of a license by the 
Federal Power Commission; dirt could begin to fly within 60 days 
thereafter. The record indicates that the ability of private enter- 
prise to finance the project is assured. 

In view of their own resources and those immediately available to 
them the private utilities would not be required to await the consum- 
mation of a definite financing program before actual construction 
could be commenced. 

Favorable action in the Senate on the private enterprise bill will 
aid materially in strengthening at least a substantial segment of our 
economy. 

President Eisenhower in his Economic Report states: 

The best service that the Government can render to our economy, besides help- 
ing to maintain stability and insuring a floor of protection for the population, is 
therefore to create an environment in which men are eager to make new jobs, 
to acquire new tools of production, to improve or scrap the old ones, design new 
products and develop new markets, increase efficiency all around, and thus be 
able and willing to pay higher wages and provide better working conditions. 

Therefore, prompt enactment of the private enterprise bill will 
foster this kind of environment and thereby help our efforts to main- 
tain prosperity. 

I need not stress to this committee the virtues of the private-enter- 
prise system which has made this country by every test the greatest 
onearth. Private enterprise built this country. A State development 
at Niagara would violate the basic concepts of that system under which 
we have so greatly prospered. 
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I know each of you will agree that the interest of all our people are 
better served when government sticks to its job of governing and 
eaves to free enterprise the job of running American industr y. 

The Cuamrman. Are there any questions / 

Senator Morse. Mr. Chairman, I have no questions, but I am sure 

my colleagues will share this suggestion with me: That it is under- 

stood that “these Members of the House are welcome to sit as our guests 
during the hearings on this bill and be of assistance to us as we come 
to discuss the sections of the various bills. 

Senator Beate. Mr, Chairman, I have a let ~~ dated February 8, 
1954, from Earle S. Thompson, 50 Broad Street, New York 4, N. Y., 
addressed to Mr. George M. Shi apiro, counsel to the Governor of New 
York, Albany, N. Y., and I would like to have permission to insert it 
in the record. 

The Cuatrman. All right. 

(The letter referred to is as follows :) 

New York, N. Y., February 8, 1954. 
Mr. GeorcE M. SHAPIRO, 
Counsel to the Governor, 
Albany, N. Y. 

Dear Sir: I have for acknowledgment copy of the testimony which Governor 
Dewey gave before the Senate Committee on Public Works in the Congress 
with regard to the Niagara River project. 

As I read his testimony, it is difficult for me to realize that it was given 
hy one who purports to favor our private-enterprise system. 

The Governor's statement that “the development of Niagara by these com- 
panies is not what you would exactly call private enterprise” is difficult to 
understand. His reference to the development of Niagara by private companiés 
under State regulations as being “a gift of the people’s power to specific com- 
panies to do with as they please” is most baffling. His statement that “these 
companies would be permitted 6 percent on all of the money they can possibly 
invest in the project at the expense of the people of the State of New York” 
is neither fair nor moderate. And his expressed belief that the New York 
State Power Authority, although it is without experience, can do the job not 
only as well but “better than the private companies” merely echoes the philosophy 
of the proponents of public ownership that government can always do things 
better for the people than the people can do them for themselves. 

Some of these statements seem to imply that private utility companies are 
improperly trying to take something from the public for their private use, and 
for the purpose of making unconscionable profits. The fact of the matter is 
that all phases of the development of the Niagara project by the private com- 
panies would be under strict government regulation, with the return on their 
investment fixed but not guaranteed by government, and with the energy being 
distributed and sold under rates established in accordance with well-established 
procedures of government regulation. 

The Governor places great emphasis on the savings of $31 million per year 
which he estimates will accrue to consumers from government rather than pri- 
vate ownership and operation of the Niagara project. As I read his testimony, 
the Governor expects such “savings” to result from (1) the exemptions from 
Federal, State, and local taxes that government ownership and operation will 
enjoy; (2) the lower cost of money available to government through financing 
the project entirely with tax-exempt debt securities (an advantage available to 
government but denied to private enterprise) ; and (3) the apparent assumption 
that, unlike private enterprise, government can and will operate the project on a 
cost basis without any element of profit. 

Private-utility companies are required by law to pay Federal, State, and 
other taxes, but it is unfair, to say the least, for governments which impose 
the taxes on them to object to the tax components necessarily reflected in 
their costs, or to use the absence of such tax components in government costs 
as an economic argument in favor of government ownership. If the advantages 
of government ownership are to be measured by such factors as immunity from 
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taxation, the exclusive privilege of financing with tax-exempt debt securities, 
and the absence of profit, it will be easy for those opposed to private enterprise 
to find the same economic justification for the intrusion of government into all 
phases of the utility business and, in fact, into any and all other kinds of business 
enterprises. 

It seems to me that two other aspects of the problem are worthy of mention 

First, there has been no hesitation on the part of some people in and out of 
government to use the rates charged for electric service under government opera- 
tion, and which reflect the lower costs attributable to tax exemption, etc., as a 
so-called yardstick by which to contrast government rates with those of private 
utilities to the disadvantage of the latter. This practice is unfair, and it has 
helped, and may well have been so intended, to promote public ownership of the 
electric-power business at various levels of government. Thus, the entry of 
government into the electric-power business has steadily progressed through the 
stimulation of such artificially created contrasts, and the principle of private 
enterprise has been further compromised in the process. When and where this 
comprompise of principle will end no one can foresee, but one thing is certain 
and that is that it never will be stopped by continuing it while deluding our 
selves that the process is justified on the ground of expediency or that each 
particular deviation from principle is not sufficiently important in itself for 
people to become much concerned about it. 

Further, the State has assumed and exercises the responsibility of regulating 
practically every aspect of the business of the private utilities in the interest 
of the public and investors. This is a responsibility that requires for its 
proper exercise a sense of fairness, impartiality, and objectivity. In my judg- 
ment, government cannot properly exercise its regulatory functions over private 
utility companies and at the same time engage in competition with them at any 
point in the business from the initial generation of electric energy to its distri- 
bution to the ultimate consumers. As a competitor, government will dictate 
to the competitors which it regulates, and the motivation for its actions will 
vary anywhere from principles of fairness and sound economics to the bare 
political expediencies of the moment. Failure of regulated business to acquiesce 
will result in the intrusion of government into the business of transmission and 
distribution, with further compromise of the private-.enterprise principle and 
the undermining of private business. 

I do not question that the Governor sincerely intends, if the State of New 
York should obtain authority to develop the Niagara project, to have it leave 
the field of transmission and distribution of the electric energy to private utility 
companies. He indicates that private enterprise has no need to fear the develop- 
ment of water power by government if the distribution is left to free private 
enterprise wherever possible, but that he would have fear “if distribution gen- 
erally got into the hands of government.” 

It will be recalled that the asserted justification for the hydroelectric projects 
of the Tennessee Valley Authority was that they were merely incidental to other 
projects such as flood control and improvement of navigation. Then the Au- 
thority built steam plants on the theory that they were needed to supplement 
the waterpower plants; and now it is boldly claimed that the Authority has 
the responsibility of meeting the electric energy requirements for the whole 
Tennessee Valley area, and the Authority virtually dictates every phase of the 
electric power business in that area. As one Government official recently put 
it: “We know that the Tennessee Valley is just about completely federalized.”’ 
The Tennessee Valley Authority is a good example of how “tall oaks from little 
acorns grow.” 

Unfortunately, the Governor can only speak for his administration. He can- 
not bind future administrations which may not share his view that the State's 
activity should be limited to electric generation. Once the initial step of 
government ownership of the Niagara project is taken, the steps of putting 
government into further competition with private utilities can be expected to 
become the subject of practical politics and the extension of the government's 
activity into the field of transmission and distribution may gradually come about 
in the future despite the good intentions of the present Governor to the contrary. 

The Governor may believe that it is good politics to have the State develop 
the Niagara project, or that State ownership is preferable to Federal owner- 
ship, or that the present iure and sectional advantages of tax exemption are 
too appealing to be resisted. Whatever the reasons may be, I submit that it 
is a violation of the basic principles of our private enterprise system for govern 
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nent, whether it be Federal or State, or the New York State Power Authority, 
o own and operate the Niagara project which is exclusively an electric power 
project and which private utility companies are ready, able and willing to 
levelop, finance, and operate under our established framework of government 
egulation. 

As to the question of tax exemption, I question whether real savings result to 
the public from Government ownership when the alleged savings are artificially 
created by relieving one locality of normal tax burdens at the expense of other 
localities. Also, I wonder what will happen when tax-exempt enterprises become 
more widespread and their present sectional advantages disappear. Will Govern- 
ment simply pyramid the taxes on the private businesses that remain, or assure 
tself of necessary revenues by eliminating the tax exemptions, or merely take 
over all business? 

I am writing this letter as a citizen of New York who is interested in the basic 
principles involved in the Niagara question and because of my concern over the 
trend toward more and more Government ownership of business. For your infor- 
nation, I want to add that I am identified with public utilities operating outside 
the State of New York. 

Very truly yours, 
EARLE 8. THOMPSON. 


The CuatmrMan. I am very sorry, Congressman Dempsey, Con- 
gressman Miller, and Congressman Roosevelt, that we did not get to 
you this morning, but I want to have an executive session this morn- 
ing, and there will be a session tomorrow morning at 10 o’clock. 

(Whereupon, at 12: 02 p. m., the hearing was recessed, to reconvene 
it 10 a. m., tomorrow morning, Thursday, March 11, 1954.) 


A STATEMENT IN SUPPORT OF THE CAPEHART-MILLER-DONDERO BILL AND IN Oppost- 
TION TO THE Ives-BECKER BILL, THE LEHMAN-ROOSEVELT BILL, AND THE CASE 
Brut. Submitted by the Empire State Chamber of Commerce 


This statement is based upon the recommendations of the Federal affairs 
committee which have been approved by the board of directors. The chamber’s 
position was affirmed at the annual meeting of members of the Bmpire State 
Chamber of Commerce, held in Rochester, N. Y., October 10, 1953. 

In your consideration of the Niagara power bills your committee will be dealing 
with a basie policy question : 

(a) The enactment of either the Lehman-Roosevelt or the Ives-Becker bills 
will be a departure from established policy in that it would recognize the right 
of the Federal or New York State Governments to engage in the production of 
power as a primary objective. In all Federal power projects, at least, power 
has been incidental to reclamation, flood control, navigation, irrigation, or 
sanitation. 

(b) The enactment of the Case bill giving discretionary power over Niagara 
to the Federal Power Commission will reverse the previously established policy 
enacted at the time the power treaty with Canada was approved. 

(c) The enactment of the Capehart-Miller-Dondero bill will be in keeping 
with the traditional American policy of avoiding, where possible, Government 
competition with private enterprise. 

All sides have made a substantial record with respect to these bills. There is 
little material that can be presented in support of, or in opposition to, the basic 
philosophy inherent in these bills. 

There does, however, seem to be some confusion as to what the people of New 
York, the principal beneficiaries of Niagara power, want. Governor Dewey 
quotes the New York Power Authority Act as amended in 1951 as an expression 
of the will of the people of New York. On the other hand, scores of civic, business, 
professional, agricultural, labor, political, and social organizations are on record 
in favor of the Capehart-Miller-Dondero bill and opposed to the others. 

The Empire State Chamber of Commerce is one of the organizations vigorously 
endorsing the principle of developing electric power through public-regulated, 
taxpaying utilities. Our position on this as well as on other policy matters 
has been determined after a careful study of the facts by technically qualified 
committeemen and reviewed by a broadly representative board of directors. 
This carefully considered procedure is necessary because of the character of our 
organization. The Empire State Chamber of Commerce is a federation of local 
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chambers of commerce and statewide trade associations with an underlying 
membership of more than 80,000 firms and individuals. While our policy declara- 
tions must of necessity always represent the majority viewpoint, our policy, 
in this instance, is universally approved. ; 

The New York Power Authority was created in 1931 to deal with St. Lawrence 
development. In that instance as the project's title (St. Lawrence seaway) 
would indicate, transportation was the chief objective. Power was a byproduct. 
The 1951 amendment to the Power Authority Act was, according to its sponsors, 
designed to prevent the Federal Government from taking over the development 
of facilities at Niagara. If State operation had been advanced at the time the 
bill was under consideration, it would have been vigorously opposed and, in 
our opinion, it would have been rejected by the legislature. 

Two bills are before the New York Legislature, which if enacted would repeal 
the 1951 amendment. The “repealer” has been introduced by two upstate Re 
publican legislators—Senator John H. Cooke, of Alden, and Assemblyman John 
EK. Johnson, of Leroy. In its report the day following the introduction of the 
bill the New York Times said: 

“Governor Dewey faced a revolt in his own ranks tonight against one of his 
main objectives—State development of the hydroelectric potential of the Niagara 
River. Two upstate Republicans challenged Mr. Dewey to a showdown on the 
highly controversial issue in introducing identical bills to strip New York State 
Power Authority of the jurisdiction over the Niagara granted by the legislature 
3 years ago. 

“Senator John H. Cooke, of Alden, a Buffalo suburb, who sponsored the bill 
in the upper house, labeled the proposal for State development of the Niagara, 
‘pure, unadulterated socialism.’ ” 

The Syracuse Post Standard quotes Senator Cooke as saying: 

“T am violently opposed to Government development, be it State or Federal,” 
Mr. Cooke said. “Extension of the concept of Government control of our natural 
resources is pure, unadulterated socialism. I am confident that I have the 
backing of a majority of our people in this opinion.” 

And the Buffalo News quotes Senator Cooke as saying: 

“Conflicting claims and misunderstanding have brought the controversy to 
our attention much more completely than ever before. I have introduced this 
repealer to give our people and the legislators an opportunity to determine if 
Niagara should be developed by socialistic government or private industry. I 
prefer private development and desire an opportunity to be recorded that way.” 

Because of Governor Dewey’s strong personal support of the Ives-Becker 
bill, it is unlikely the Cooke-Johnson bill will ever reach the floor of the New York 
Legislature for a vote. Impartial observers at Albany, however, report strong 
support for the repealer. 

Every time the elected representatives of the people of the State have had an 
oppertunity to pass judgment on this question, they have rejected the idea of 
State ownership and operation. This was true of the constitutional convention 
when the matter was under consideration in 1938. When the Capehart-Miller- 
Dondero bill was before the House of Representatives, an overwhelming majority 
of the New York congressional delegation—Republicans and Democrats alike— 
voted affirmatively, 32 out of 41. Congressman Becker, who by request intro- 
duced the bill for State development, voted for the Capehart-Miller-Dondero 
bill. 

We do not believe the New York Power Authority Act as amended in 1951 
reflects the will of the people of New York. What they said at that time, or 
at least what was intended to be said, was that vhey opposed Federal operation. 

Who wants public power—Federal or State? Apparently no one but a hand- 
ful of tradition bound leaders of both political parties. 

As was noted earlier, the last constitutional convention to consider the pro- 
posal rejected it. Who wants it? 

Not the farmers of New York, including the members of the principal farm 
organizations of the State, viz, the New York Grange, the Dairymen’s League 
Cooperative, the New York Farm Bureau, the New York State Home Bureau, 
the State Horticultural Society, the State Vegetable Growers’ Association, the 
GLF Exchange, the New York Poultry Council, or the New York State Agri- 
cultural Society, who are on record as opposed to public power and who repre- 
sent almost 100,000 farm families. 

Not labor, for unions affiliated with both the CIO and AFL are on record in 
support of the Capehart-Miller-Dondero bill. 
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Not business, because in addition to the Empire State Chamber of Com- 
merce, scores of local business organizations and trade associations within 
the State are militantly opposing Government ownership and operation cf 
power facilities at Niagara. 

Not wolmen—at least those active in the New York Federation of Women's 
Clubs—the organization is on record as favoring the Capehart-Miller-Dondero 
bill. 

Not all politicians, because both the Young Republican Association of New 
York and the County Supervisors Association of New York, representing Gov- 
ernment at the grassroots, support the Capehart-Miller-Dondero bill. 

Not civic leaders, because numerous civic organizations including the Kiwanis 
Clubs of New York are officially on record in opposition to governmental 
operation. 

Not professional men, because they almost generally oppose the principle of 
Government interference. The action taken recently by the influential New 
York State Society of Professional Engineers is an outstanding example. 

The will of these organizations and the people they represent has apparently 
been ignored. 

On the other hand we know of no single statewide organization that favors 
governmental operation. 

Congress in its actions tends to reflect the will of the people. We believe 
sincerely that it is the will of the people to permit the Niagara facilities to 
be built by men skilled in techniques of power development—the same men who 
have made New York the best power-served State in the Union. 

Timing of the Niagara development is important. We need power now. 
Private development will make additional power available years earlier than 
public development. 

Jobs are important now. The publicly regulated power companies of New 
York are ready to go to work now. That means jobs now. Early development 
of facilities at Niagara will open up new industrial frontiers with job-creating 
new industries. 

The position we advocate is economically sound, socially desirable and politi- 
cally acceptable. 


EMPIRE STATE CHAMBER OF COMMERCE, 
Albany, N. Y., March 12, 1954. 
Hon. Epwarp MARTIN, 
Chairman, Senate Public Works Committee, 
Washington, D. C. 

Dear SENATOR MARTIN: With your permission we would like to file the en- 
closed memorandum from State Senator John H. Cooke as a supplement to 
the statement we filed this week on the Capehart-Miller-Dondero bill. 

The Senator’s memorandum confirms many of the points raised in our 
statement. 

Very truly yours, 
WitiiaM A. MILLs, 
Executive Vice President 


FROM THE OFFICE oF JOHN H. CooKE, SENATOR, 55TH District 


On Tuesday, March 9, 1954, the following memorandum accompanied my 
request to the finance committee to report out my bill (Senate Int. 1932, Pr. 
2974) with reference to amending the public authority law. 

This bill eliminates Niagara from the power authority of the State of New 
York. 

In 1951 the legislature included Niagara, for the first time, under the power 
authority. Conflicting understandings and claims concerning this inclusion make 
action now mandatory. Certainly it is not the unanimous opinion of the legisla- 
ture to permit government development at Niagara. I question now that it is 
even the majority opinion. Under such conditions, it is intolerable in a free 
society, to permit this inclusion to go unchallenged. Niagara is a clear-cut 
situation involving pure socialism against private enterprise. “Government 
should do for us, only that which we cannot do as well for ourselves.” There has 
been no charge or proof that the companies now operating Niagara have failed 
tod» a preper job. The only proof against them is that if they are permitted to 
make this development, they will pay some $23 million in taxes. It is apparent 
that if they don’t pay it, the ordinary taxpayer will have to. 


48161—54 10 
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There are only two reasons for the inclusion of Niagara : 

1. The initial expenditure of $400 million through a bond issue, can be retired 
with ease because Niagara is a going concern. This is important, for it will 
then permit the development of St. Lawrence. 

2. The false political issue that the Government can do it better and cheaper. 

Those of us in the legislature, particularly of the Republican following, break 
faith with our ideals and principles, by supporting either of these arguments. 

Shortly after this bill was introduced, Governor Dewey made three remarks 
concerning it. 

1. “I don’t like it.” 

How much better it would have been if he had said that it was up to the 
levislature to determine if the bill was good or bad. He said some days later 
in connection with another matter, “I never interfere with the legislative or 
judicial branches of the State.” 

His comment on the bill before you was intended to let the legislature know 
that if it were passed he would be displeased. Under our system of checks and 
balances, his comment should have no effect upon our action. He has the power 
of veto. That is sufficient. I know it is not necessary to tell you that we repre- 
sent the people and not the Governor. Too long has this legislature done the bid- 
ding of the Governor, either for emergency sake or for political expediency. 
Now, at a time when our entire national economy might well be effected by 
what we do or don't do, it is imperative that this legislature act as its conscience 
dictates. 

2. The Governor said that this bill violated the Republican platform, in 
fact, the platform of both parties. It is my candid opinion that if our phatform 
demands that we socialize, then it is time to violate that part of it. 

3. He finally said that it was bad for the people of New York State. By 
the same token he is saying in effect that all the great development at Niagara is 
bad for our people. Where was the Government when Niagara power was 
started. Where was the Government until 1951. What happened then to make 
it bad for our people. Since when has private enterprise been bad for the 
American people. One hundred sixty years of private enterprise was not poured 
into this country to have certain people tear it down in a decade or to malign it. 
Especially so, when what is proposed to take its place is archaic, reactionary 
socialism. 

Your committee has a grave responsibility to the people of this State as does 
the entire legislature. For once, let us put political considerations aside and cast 
a free vote for the glory of our State and its enterprises. I earnestly request 
this committee to report out my bill favorably. 
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THURSDAY, MARCH 11, 1954 


UN rrep STATES SENATE, 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:20 a. m., in room 412, 
Senate Office Building, Senator Robert W. Upton presiding. 

President: Senators Case, Kuchel, Upton (presiding), Holland, 
Stennis, Gore, and Burke. 

Also present: Charles N. Kapnic, chief clerk; Eloise Porter, assist- 
ant elerk; Ellsworth W. Bassett, and Theo W. Sneed, technical staff 
members. 

Senator Urron. The meeting will come to order. 

The committee has under consideration House bill 4351 and related 
bills on the proposed hydroelectric power development at Niagara 
Falls. 

It is the understanding of the Chair that this hearing is to be given 
over largely to members of the House and Senate who desire to be heard 
on these bills. 

The schedule furnished me has listed Congressman Roosevelt as 
the first witness to address the committee. 

Is he here ¢ 

Mr. Rooseverr. Here, sir. 

Senator Urpron. You may proceed, Congressman. 


STATEMENT OF HON. FRANKLIN D. ROOSEVELT, JR., A REPRE- 
SENTATIVE IN CONGRESS FROM THE 20TH DISTRICT OF THE 
STATE OF NEW YORK 


Mr. Roosrvett. Thank you very much, Mr. Chairman and members 
of the committee. Iam very grateful for this opportunity to testify 
on this very important subject, in which I think the future power 
policy of the United States is at stake. 

The record of the hearings which were conducted jointly by the 
House Committee on Public Works and a subcommittee of this com- 
mittee on May 15, 1953, contains my testimony with respect to the so- 
called Capehart-Martin-Miller bill. 

Mr. Dondero’s name should be added to that. 

The Ives-Becker bill and the bill sponsored by Senator Case had not 
been introduced at the time those hearings were held. I, therefore, did 
not spend very much time in the analysis of the so-called New York 
State plan for Niagara, since there was every reason to believe that 
Governor Dewey’s desire to turn over Niagara’s power to thie private 
utility companies would no longer be camouflaged. 
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When 26 of the 27 Republican Members of Congress from New 
York State voted for the private utility giveaway in the House, many 
newspapers and other observers expressed the view that Governor 
Dewey either was insincere in his stated opposition to the Capehart- 
Martin-Miller bill or had shown himself to be completely inetfective. 
Thereafter Governor Dewey dramatically asked to appear before this 
committee in support of the bill which Senator Ives and Congressman 
Becker introduced by request. 

In the course of his testimony the Governor once again piously pro- 
claimed his desire for the protection of the public interest and the 
defeat of the private utility bill; but he callously persisted in putting 
forward his cynical program for turning over to the private utility 
companies at the bus bar all of the energy to be generated at Niagara 
after the State of New York constructs the project. 

Before analyzing the Governor’s program, and again emphasizing 
the importance not only of maintaining public control of this great 
public resource but of distributing Niagara power in accordance with 
the principles which the Congress has consistently followed since 1906 
with respect to power from public resources, I would like to call your 
attention to the following: 

When Governor Dewey appeared before this committee he stated 
that his so-called New York State plan for public construction and 
operation of the Niagara project without the imposition of the tradi- 
tional consumer safeguards, which Senator Lehman referred to yes- 
terday, was in accord with the views of his predecessors in office, was 
“consistent with the party platforms of both parties,” and with “the 
position of all the Presidents of the United States for the last 30 
years.” 

In his message to the New York State Legislature on January 26 
of this year, he stated that his program for turning over the electric 
energy to the utilities at the bus bar without the traditional consumer 
safeguards was “endorsed” by “all Governors” and had been placed 
“beyond the bounds of partisan difference.” As is all too often the 
case, however, the facts are very different from Governor Dewey’s 
statement of them. 

I would not believe it possible that Governor Dewey could forget 
that President Truman was President of the United States within 
the last 30 years. President Truman’s message to the Senate re- 
questing ratification of the Niagara Treaty of 1950, delivered on 
May 2 of that year, and the recommendations of the Bureau of the 
Budget in 1951, urged construction of the Niagara project with pro- 
vision for public transmission lines to load centers and the full main- 
tenance of all the traditional congressional safeguards in the distribu- 
tion of power. ee a 

As for party platforms during the last 30 years, it is difficult to 
know whether by his reference to “both political parties” he is claim- 
ing the existence of two Republican parties in the State of New York 
since the platform of the Democratic party in the State of New York 
adopted at its last State convention states—-and this is the platform 
for 1950: 


We support the Lehman-Roosevelt bill for the public development of power 
on the Niagara * * *. We denounce the plan fostered by the Republican Party 
to turn over the people’s power resources on the Niagara and the St. Lawrence 
for private gain by bus-bar sales to a favored utility monopoly. 
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As for Governor Dewey’s statement that his plan has been supported 
by “all Governors,” it should be noted that in a special message to the 
legislature at the beginning of his second term, Governor Alfred E. 
Smith said: 

The Niagara River on the west and the St. Lawrence on the north furnish 
power possibilities of immense value. * * * The State should develop these 
power resources on these rivers and transmit energy credited thereby to every 
municipality over transmission lines owned and controlled by the State. * * * 

This would enable our municipalities to secure an abundance of firm primary 
basic power for distribution in such manner as they may determine at approxi- 
mately the cost of production and delivery. 

Governor Smith then recommended special legislation to carry out 
this policy, and proposed that— 
pending the development of all these powers, existing transmission lines should 
be declared common carriers by law and compelled to transmit electric energy 
it a reasonable price. 

In his 4 years as Governor of the State of New York, Gov. Franklin 
D. Roosevelt devoted considerable attention to the development and 
marketing of public power. The Congressional Record for February 
1, 1934, at pages 1757-1772 contains excerpts from 36 of his legislative 
messages antl statements on public power while he was Governor of 
the State of New York. 

Senator Hottanp. Mr. Chairman, would the Congressman permit 
a question right there ? 

Mr. Roosrvetr. Yes, sir. 

Senator Hotzianp. I wonder if the State did pass the legislation 
recommended by Governor Smith to declare the existing transmission 
lines to be common carriers. 

Mr. Roosrvetr. No; it did not. 

Senator Hotzanp, That was not passed ? 

Mr. RoosEvet. No, sir; it was not. 

Senator Hotianp. Thank you. 

Mr. Roosgrvent. The Power Act of the State of New York was 
passed in 1931, and it did not declare in any way the existing private 
transmission lines to be public carriers. 

I just simply cite what Governor Smith said to refute the testimony 
that was given before this committee because I don’t want this commit- 
tee to be laboring under any misapprehension as a result of Governor 
Dewey’s testimony. 

It was during his tenure as Governor that the Power Authority Act 
of 1931 was adopted. Although the Republican legislature of that 
period did not go as far as Governor Roosevelt recommended, it never- 
theless in enacting that law directed that the authority “make provi- 
sion so that municipalities and other political subdivisions of the 
State now or hereafter authorized by law to engage in the distribution 
of electric current may secure a reasonable share of the power gen- 
erated at the project.” 

That. is the section that Senator Case referred to yesterday, and I 
might point out in 1931 when that act was passed we did not have 
any REA. That came some time later. 

Senator Burke. Mr. Chairman, may I ask a question there? 

Is that language still the law in New York State? 

Mr. Roosevet. Yes, sir. 

Throughout his four terms as chief executive of the State of New 
York, Governor Lehman consistently recommended measures to 
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strengthen these consumer safeguards and obtain the passage of the 
Rural Electrification Act of 1942 to permit for the first time the 
organization of REA cooperatives in New York State. 

The proposals of the Lehman administration for the delivery at 
wholesale and for a reservation of a fair share of project power to 
meet the needs of municipalities and other public bodies have been 
abandoned by the Dewey administration in its so-called New York 
plan. 

Even during Governor Dewey’s tenure as Governor—and I think 
this will clear up some of the questions that were asked at yesterday’ s 
hearing when Senator Lehman wa: ’ aj. Gen. Francis B. 
Wilby, whom he had appointed chairman of the State power au- 
thority, entered into an agreement with the Army Corps of Engineers 
with respect to St. Lawrence power under which the power authority 
recognized it as a requirement of the New York State law to construct, 
acquire, maintain, and operate transmission lines and substations, and 
to serve municipalities, other public bodies, and electric distribution 
cooperatives within economic transmission distance from the project. 
In fact, General Wilby stated on February 20, 1946: 

In an interim report, dated December 31, 1931, the power authority reported 
to the Governor that, under existing conditions, one corporation occupied a 
peculiarly advantageous position in bidding for the distribution of St. Lawrence 
power and that, therefore, the salutary force of competition must be provided 
by constructive action by the State itself. 

The assertion of public rights in the power resources of the St. Lawrence on 
behalf of the people of the State of New York has not been directed against 
the Federal Government, but against a powerful combination of utility corpora- 
tions and promoters which has sought for years to obtain control of this 
heritage * * *. 

That was Governor Dewey’s own appointee, Major General Wilby. 

But in 1950 after the treaty with Canada was executed, and addi- 
tional power from Niagara became a real possibility, Governor Dewey 
ousted General Wilby and appointed a new chairman as well as 
additional 1icmbers of the power authority who were more amenable 
to his will. 

Now Governor Dewey wants to give the very same “powerful com- 
bination of utility companies and. promoters” full control over the 
distribution of Niagara power, and by “reinterpretation” of the State 
Power Authority Act to modify drastically, if not to emasculate, the 
hard-won provisions of that law for the reservation of power to meet 
the needs of municipalities, rural cooperatives and similar agencies. 

Senator Casr. Mr. Chairman, would the Congressman permit a 
question at that point ? 

Mr. Roosevett. I would be glad to, Senator. 

Senator Casr. With regard to your statement that Governor Dewey 
ousted General Wilby and appointed a new chairman as well as addi- 
tional members of the power authority who are more amenable to 
his will, was the Congressman referring to the appointment of Robert 
Moses as the chairman of the power authority ? 

Mr. Roosrvertr. No, sir. In 1950 Mr. Burton was appointed chair- 
man of the power authority. Mr. Hickman Powell was appointed 
as a new member, I believe. Mr. Elliott Bell was appointed as a new 
member, I believe. 

Senator Case. Is it not a fact Mr. Burton is no longer head of the 
power authority and that the Governor has designated Robert Moses 
as chairman ¢ 
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Mr. Roosevetr. That is correct. He eee him about 3 or 4 
1as resigned as chairman 


days ago as the new member, and Burton 
and Moses has been elected as chairman. 

Senator Case. And you are not wanting this phrase “as well as 
additional members of the power authority who were more amenable 
to his will” to apply to Robert Moses ? 

Mr. Roosrvetr. I believe I make clear I am describing the reor- 
ganization of the power authority that occurred in 1950 when General 
Wilby was displaced, fired or retired, and the three new members 
were appointed. I am not referring to Bob Moses at this time. In 
fact, Mr. Moses has a long record in connection with this whole prob- 
lem in the State of New York. He was secretary of state under 
Gov. Alfred E. Smith and worked very closely with and did much 
of the preparation of the program which Governor Smith carried 
on in connection with Niagara and St. Lawrence, and I, frankly, do 
not know what Mr. Moses’ attitude is on the interpretation of the 
New York State law. 

That is the crux of this question, the distribution. Up to 1950 it 
was always interpreted that the co-ops and municipalities and other 
public agencies had a preference in the sense of the Federal prefer- 
ence. After 1950 and until Mr. Moses has become chairman it was 
not so interpreted. 

Now, I don’t know what Mr. Moses’ position will be. 

Senator Casr. Mr. Moses has a long record of public service in the 
State of New York? 

Mr. Roosrveitr. A remarkable record, and I am one of his great 
friends and admirers. 

Senator Case. And you wouldn’t want anything that you said to 
interpret that he would bend his convictions to the person who hap- 
pened to appoint him if he didn’t agree with his honest convictions ? 

Mr. Roosrvenr. Senator, I believe I clearly state here that what 
I say about the reorganization of the committee applies to 1950 
and not to 1954. 

Senator Casr. And does not apply to the present situation as the 
power authority is constituted, or prospective ely 

Mr. Roosrverr. I would like to check a little more e: arefully be- 
cause I would like to check who all the other members are. I can’t 
remember offhand. For example, Elliot Bell has resigned, and I 
don’t know Mr. Bascom. So, I am not going to say what the present 
situation is. 

Does that answer your question, Senator ! 

Senator Case. Yes. I just think the record should be clear for 
purposes of information of the committee and for the purposes of 
your own comment upon the membership of the power authority. 

Mr. Roosrvetr. I want that to be clearly understood, that what I 
say here refers to the reorganization in 1950. 

T will not burden this record with a full discussion of the importance 
of this preference clause to any reasonable program for the develop- 
ment and distribution of power generated by public resources but 
refer you to pages 163 to 166 of my testimony at the hearings held 
on May 15. 

Senator Lehman and I have not missed a single opportunity to point 
out to the people of the State of New York how necessary the prefer- 
ence clause is to their achievement of the full potential for low-cost 
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electricity from Niagara. We have constantly adhered to the concept 
of injecting competion in this otherwise completely monopolistic in- 
dustry and the urgent need for a yardstrick against which to com- 
pare the rates charged by the private utility monopoly. 

Senator Hotianp. Mr. Chairman, will the Congressman permit a 
question at this time? 

Mr. Roosevetr. Yes, sir. 

Senator Hotianp. Has there been any interpretation of the State 
power authority with reference to whether or not the preference clause 
applies in the case of the development of the St. Lawrence project ? 

Mr. Roosevetr. No, sir; there has not as of this time. 

Senator Hotuanp. Thank you. 

Senator Kucne.. Along the same line, because I am unacquainted 
with the factual situation in New York, Congressman Roosevelt, dur- 
ing the time that the power authority did determine that there was 
a prefere nce by way of its interpretation of the statute, what power 
was it dealing with and to whom was it then giving a preference ? 

Mr. Rooseverr. The power authority in ‘effect has been a paper 
organization until the granting of the license for the St. Lawrence 
by the Federal Power Commission. 

Senator Kucuet. I see. 

Mr. Roosrvert. I believe there are a couple of small, little hydro- 
electric developments in which it has participated, but, in effect, it 
has been a paper organization. It had no engineering staff. It had 
no research staff, except a very few consultants. It relied on the 
Army Corps of Engineers planning up in the Buffalo area office, 
just as everybody else has accepted that plan. It has not had a pro- 
gran of accomplishment and, therefore, any rate structure or any- 
thing else. 

Senator Kucnen. So that the interpretation it made on the State 
power legislation that there was a preference for municipalities was 
not carried over into any sales of power ¢ 

Mr. Roosrvetr. No, sir. It was only carried over in so far as the 
agreement with the Corps of Army Engineers entered into by Gen- 
eral Wilby in 1949, I believe, in anticipation of a development of the 
St. Lawrence and Niagara. 

Senator Kucuer. While I don’t want the record burdened, if it 
were possible to indicate how and in what manner your State author- 
ity at different times interpreted that preference provision differently, 
I would like to have that made a part of the record. 

Mr. Roosevett. I can give it to you very quickly and very simply. 

The interpretation until 1950 of the State law by the State power 
authority was that it did contemplate and intend and should be in- 
terpreted to—— 

Senator Kucuen. Grant a preference? 

Mr. Roosrvetr. Grant a preference. 

From 1950 until the present that has not been the case. 

Senator Kucuer. And it has so stated that it finds no statutory 
authority for the preference? 

Mr. Roosevevr. It has so stated it in the description of the so-called 
New York State plan or the Dewey-Burton plan. 

Senator Kucuen. Just one question: Are there in your State numer- 
ous municipalities which do market their own power ¢ 





NIAGARA FALLS POWER DEVELOPMENT 147 


Mr. Roosevetr. Well, as to the question of numerous, we have a 
great many municipalities and we have a minority who market their 
own power. 

Senator Kucnuer. Generally speaking, as far as the cities of New 
York and your other public corporations, counties, or special assess- 
ment districts, or what-all, how is power sold to the consumer ? 

Mr. Roosever. It is primarily sold today—and I will come to that 
at the end of my statement—by the private utility companies. 

Senator Kucuet. I see. 

Mr. Roosrevetr. Even the municipally owned distribution setups 
buy their basic power from the private utilities. Some of them have 
some steam-generated power of their own, but then they buy their 
peak load power to balance out from the neighboring private utilities. 

I will come to this relationship between the publicly-owned bodies 
and the power companies at the end of this statement. 

Senator Hottanp. Would you permit a question, Mr. Chairman ? 

I have before me the testimony given by Mr. John E. Burton, 
formerly the chairman of the New York Power Authority, last July- 
July 23, 1953—at the hearing held at that time on this question about 
which you are testifying now. As I read his testimony, it says 
specifically : 

It is the New York plan that preference shall be given to rural and domestic 
consumers, and industrial uses shall be secondary. 

Then he goes ahead with other aspects to develop that subject, 
and he says that is required by the State law of New York. 

Do you care to comment upon that ? 

Mr. Roosrvetr. Yes, sir. 

That is a very interesting quirk of the Dewey-Burton proposal. 

You read in my quote of the State act it does specifically say rural 
and domestic consumers get a preference. 

Now, what Mr. Burton means there is simply this: He will make 
contracts to sell at the bus bar to the private utilities, but in the con- 
tract it will be stated that they must give a preference to the rural and 
dlomestic consumers. 

Now, in practical application, how do you accomplish that ? 

They have their existing contracts with the major industrial and 
commercial consumers. They don’t contract with me as a householder 
to buy so much of a block of power, but they do contract with Alcoa 
up at Massena. Under the law they must give a so-called preference ; 
but if you read further in the Dewey-Burton plan they believe in 
integration of the Niagara power and the St. Lawrence power with 
the present steam-generated power, and, of course, anybody who un- 
derstands anything about the power situation in New York realizes 
it must be integrated as long as transmission is in the hands of private 
utilities, and I am not necessarily opposed to transmission by the 
private utilities. 

Senator Hottanp. I notice that later in the testimony of Mr. Burton 
he makes this statement, which seems to run counter to what you have 
just stated, and I quote: 

The authority plan is to contract directly with each public cooperative and 
private distributing agency for its allocable share of St. Lawrence and Niagara 
power. Deliveries of power will be made through public transmission lines unless 


the authority cannot secure their use and integration. The St. Lawrence and 
Niagara power will be priced by the authority. 





148 NIAGARA FALLS POWER DEVELOPMENT 


Mr. Roosrevetr. Well, Mr. Burton has always said that he will exer- 
cise the right to contract directly with every consuming wholesaler, 
or every wholesaler. 

Now, he does not say He will give the REA’s and the municipalities 
the right to come in and get a preference of acquisition. 

We are not talking about a preference of price. We are talking 
about a preference of acquisition. 

He simply assures you they will contract with them, but he doesn’t 
tell you what will happen if he has already contracted with the five 
major private utilities. He doesn’t give you any assurance whatsoever 
and his interpretation of the act does not give any assurance whatso- 
ever to the municipalities and the REA’s to get a preference of 
acquisition. 

He simply tells you, “Why, of course, we'll contract with that, just 
as we'll contract with any wholesaler.” 

That is the basic distinction. 

Senator Ho1.anp. I notice a little later in his testimony Mr. Burton 
makes this statement: 

All existing municipals and cooperatives within economic transportation dis- 
tance will be strengthened and have access to their full share of the hydroelectric 
power. 

I don’t pretend to know what the law requires up there, but it seems 
to me the Burton testimony which I have just read is quite contradic- 
tory to the testimony we are now hearing. 

Mr. Roosrverr. I can also quote what Mr. Burton and Mr. Dewey 
have so often said: 

Do you think this small group of cooperative consumers should get a prefer- 
ence over the 90 percent who are not cooperative consumers? 

And they say: 

No; we want everybody equal. 

That is their basic contention and, while they spout nice words about 
how the municipalities and the rural co-ops will be strengthened, 
there is nothing in their interpretation which gives the REA’s and 
the municip: alities any guaranty that they will be strengthened. It is 
only a casual assurance ‘by the State Power Authority Chairman, Mr. 
Burton, that they will be. 

I, frankly, don’t consider that testimony to be either binding or 
indicative, in view of other statements by both Mr. Burton and Mr. 
Dewey, of what their actual intention is. In other words, they let 
the municipalities and REA’s come in along with everybody else, 
every other wholesale consumer, every other wholesaler. That means 
all the other private utilities. They will let them all come in. 

These REA’s and municipalities will have absolutely no bargaining 
power because they will not have a preference. 

What will be done is a million and a half kilowatts will be available 
and they will say, “All right, your share is so much; your share is so 
much ; and your share is so much,” and it will be across-the-board dis- 
tribution, but the municipalities and the REA’s will not have a prefer- 
ence of acquisition; and nowhere in the testimony as you have just 
quoted it, Senator, does he say they will have a preference of 
acquisition. 

Senator Case. Mr. Chairman. 
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Mr. Roosevetr. I am going to come to just how much this amounts 
o ina minute, at the end of my prepared testimony, and I think that 

‘ight clear up some of these questions. 

Our program seems to have exercised Governor Dewey consider- 

bly—that is, the Lehman-Roosevelt bill. Not being able to defend 
is position on the merits, he has now resorted to outright dema- 
voguery. He recently addressed the convention of the New York 
State Publishers Association on this question of Niagara power. In 
referring to the preference clause he entered upon a hysterical denun- 

ation of the millions of people in all parts of the country who are 
ow served by REA cooperatives and municipal electric systems when 
ie said: 

Actually, it amounts to a provision—this is the Lehman-Roosevelt bill— 
which says that if the State of New York is allowed to develop the waterpower 
which belongs to the people, it is obligated by law to offer that power first to 
those communities which bend the knee to the Moscow concept, abandon private 
operation of their public utilities, and socialize them. 

Governor Dewey’s desire to serve the private utility monopoly will 
not be satisfied merely by the acceptance by the Congress of the New 
York plan. His plan is only the first step in the program of the private 
utility companies to eliminate the municipal and rural cooperative 
systems. 

I might say, Senator, every municipally owned plant and every 
REA in the State supports the Roosevelt-Lehman plan, and we had a 
meeting up in Albany only 2 weeks ago at which both Mr. Burton 
and I aA and they wholeheartedly endorsed the Lehman-Roose- 
velt plan. 

Senator Case. Mr. Chairman, will the Congressman yield for a 
question at that point? 

Mr. Roosrve.r. Yes, sir. 

Senator Case. How does your plan propose to finance the con- 
struction ? 

Mr. Roosrvetr. The same as the others. The private utility, the 
New York plan and our plan—all propose to do it through a bond 
issue, 

Under the Dewey and the Lehman-Roosevelt plans it will be financed 
by issuance of bonds by the New York State Power Authority. 

Under the private utility plan they will issue a bond issue. 

Senator Casr. Who will guarantee the bonds if they are issued ? 

Mr. Roosrve.r. The State Power Authority ? 

Senator Caspr. Yes. 

Mr. Roosnvetr. The State Power Authority guarantees the bonds. 

Senator Case. And that is what you propose? 

Mr. Rooseveir. Revenue bonds. 

Senator Case. That is what you propose? 

Mr. Roosrvetr. Yes. 

Senator Casr, That the New York State Power Authority shall 
issue the bonds? 

Mr. Roosrvet. Yes. 

Senator Case. And they will be guaranteed by the State of New 
York? 

Mr. Roosrvett. That is correct. 
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Senator Casr. You were here yesterday when I was interrogating 
Senator Lehman with respect to the percentage of consumers who 
.were served by the municipalities and the public authorities. 

Mr. Rooseve_r. Again lam coming to that. That is what I keep—— 

Senator Case. Would you agree that the figure served by the munic- 
ipalities and cooperatives is less than 5 percent of the total consumers? 

Mr. Roosrvetr. I can put it in a different way: I don’t have the 
figure as to whether 5 percent of the total amount of electricity is 
consumed by municipalities and REA’s. I don’t have that figure. I 
think it is about 5 percent; but of the total production of Niagara, 
if all the REA’s and municipalities within economic transmission 
distance got their preference acquisition, and their reasonable share, 
they would use only 10 percent of the total Niagara production; they 
would use only 5 percent of the total St. Lawrence and Niagara 
production. 

Now, that means that what we are talking about here is 10 percent 
Niagara, and I say that by giving this preference of acquisition and 
setting up the yardstick we inject ‘competition, and we are only doing 
it vd ith the little bit of 10 percent of the total power produced. 

Under the Dewey program there will be no preference of acquisi- 
tion; therefore no yardstick. 

Senator Case. As I understand it, what you are actually propos- 
ing is that the credit of the State shall be used to guarantee the bonds 
for an issue this size to create generative capacity and that in turn 
for the use of the credit of 100 percent of the people of the State the 
preference and acquisition shall be given to the 5 percent or less of 
consumers of the State, plus the people i in other States who are served 
by cooperatives or municipalities, in preference to the 95 percent of 
the people whose borrowing power or credit is used for the sale of the 
bonds ? 

Mr. Roosrveir. Senator, perhaps this is a question of philosophy. 

I think it ‘s a question of historic facts. 

I think that where the people’s credit backs up a power authority 
bond issue, as will be the case here, the people’s credit will be a lot 
more secure if they have a preference clause for 10 percent of the 
power. 

The private utilities under my bill and Senator Lehman’s bill are 
going to get 90 percent of Niagara power. 

Senator Burke. M: ay Lask a question, Mr. Chairman ? 

Mr. Roosrvett. But by bringing down the cost through competition 
the people’s credit is going to be much more safely used. 

Senator Case. It seems to me there is a considerable difference as to 
- who does the financing. The Federal preference clause can well find 
some support at least where the Federal Government’s credit is used 
for general preference without regard to State boundaries. The 
thing that seems to me is difficult to justify i in the picture that you and 
Senator Lehman present is that you are proposing that the State shall 
provide the credit, but that the Federal preference clause in effect 
shall be used, which will grant to the municipalities and cooperatives 
in other States a preference over the consumers in New York State, 
who constitute 95 percent of them as represented by the patrons of 
the private utilities. 

Senator Burke. Mr. Chairman, may I point out these are revenue 
bonds where the credit of the State is not pledged. 
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Mr. Rooseverr. I was going to say——— 

Senator Casr. I thought you said the credit of the State does stay 
behind them. 

Mr. Roosrverr. It does stay behind them, but the State pledges 
only that the revenue of the power authority will be used to guaran- 
tee these bonds. 

Senator Burke. Sure. 

Mr. Rooseverr. I will put it this way: The State Power Authority 
-an agency of the State and in that sense the State credit is involved. 

Senator Case. That will modify your answer to my earlier ques- 
tion. 

Mr. Roosrverr. That is correct. I didn’t understand what 

your * 
' Senator Upron. The Chair will suggest that Congressman Roose- 
elt be allowed to complete his statement before further questions. 
Our time is running out and the Senate convenes at 11 o’clock this 
morning. 

Mr. Roosrvetr., The one statement I would like to make, Senator 
Case, on that is that the preference clause, as we find on page 6 and 

, the preference to States, deals with a wholesale preference. The 
reference in the rest of it deals with retail preference. 
~ That is what we are really talking about. 

Obviously a rural co-op in New Hampshire or Vermont cannot 
ome in and get a preference before a New York private utility. All 
t can do is get a preference in that block of power which is allocated 
to the State of Vermont under the fair allocation of the total amount 
of power to the neighboring States within economic transmission 
lines. 

Senator Case. I don’t want to interrupt your statement. I do 
think, though, that is not wholly spelled out in your bill. 

Mr. Roosrverr. I think, as I listened to you yesterday, perhaps you 
have pointed up a weakness in our bill, ‘and I think there is some 

unbiguity. 

I think that we would do well perhaps to make that more firmly 

ir, but that is the intent of our bill. 

[ will finish the statement, if that is all right with the Chair. 
John Burton, who until a few days ago was Governor Dewe 
Chairman of the State Power Authority, on February 28, 1951, before 
the House Committee on Public Works said, “I think our precedent 
would be a fine precedent and I would like to see all of the other States 

do it.” 

Governor Dewey, it seems, is opposed to the basic concept of compe- 
tition in the utility industry. 

I keep referring to the word “competition” throughout my testi- 
mony because I am convinced our program is the only way we are 
going to get competition into this situation in New York State and in 
the New England area. 

When challenged with the need for a yardstick by which rates for 
electricity can be sensibly determined, he places his ‘full confidence in 
the Public Service Commission. In his testimony before this com- 
mittee on July 23, 1953, Governor Dewey stated that the only- pro- 
tection he would afford to domestic and rural consumers of Niagara 
power would be the rate structure imposed by the Public Service 
Commission. 
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In this regard I am content to rest upon the statement which Gov- 
ernor Roosevelt made in his first inaugural address as Governor of the 
State of New York on January 1, 1929, when he said—and I might 
add there, Mr. Chairman, I don’t often refer to my father’s public 
statements, but I particularly like this one: 

It is also the duty of our legislative bodies to see that this power, which 
belongs to all the people, is transformed into usable electrical energy and dis- 
tributed to them at the lowest possible cost. * * * No inordinate profits must be 
allowed to those who act as the people’s agents in bringing this power to their 
homes and workshops. * * * I want to warn the people of this State against 
too hasty assumption that mere regulation by public service commissions is, in 
itself, a sure guaranty of protection of the interest of the consumer. 

T think that is just as true in 1954 as it was in 1929. 

Senator Urron. I suggest that the Senate convened at 11 o’clock this 
morning. Perhaps I should consult the committee as to its pleasure. 
We might conceivably continue our hearing for another hour, with 
the consent of the Senate. 

What is your pleasure? 

Senator Srennis. lt suits me all right to go on. 

Senator Case. Mr. Chairman, I suggest we continue informally. If 
anyone wants to raise the question, we are not going to take any 
executive action. 

Senator Urron. It seems to be the consensus of the committee is 
that we continue the hearing. 

Have you or the members of the committee anything further ? 

Senator Hotianp. Mr. Chairman, I have one question. 

Senator Urron. Senator Holland. 

Senator Hotianp. I notice you have referred, Congressman Roose- 
velt, several times to the Lehman-Roosevelt proposal. You are speak- 
ing of the one now pending in this Congress ? 

Mr. Roosrvett. Yes. 

Senator Hotianp. As I recall, in the last year’s hearing Senator 
Lehman had a different proposal to the effect that the power be de- 
veloped by the Federal Government. Am I correct ? 

Mr. Roosrvetr. No, sir. In our previous bill we never advocated 
the Federal development. We only advocated the construction by 
the Corps of Engineers, and then the project would be sold to the 
State of New York for operation and distribution. 

I want to clarify the word “development,” which is ambiguous 
there, and say construction by the Corps of Engineers because at that 
time the New York State Power Authority had not received its license 
to develop St. Lawrence. It has now received that. It has now put 
together an engineering and construction staff. It has also put to- 
gether a financial staff to float the bonds for the St. Lawrence. It is 
now in a position, we feel, to justly and with sufficient experience go 
ahead with the construction of Niagara. Up until that time it was 
felt the Corps of Engineers was the better agency to go ahead with 
the construction. 

Senator Hottanp. But you have now departed from that part of 
your program which called for Federal construction ? 

Mr. Roosrverr. Yes, sir. We call for State construction, State 
ownership and State direction over the distribution. 

In fact, the real issue at stake between the Dewey-Burton pro- 
posal and the Lehman-Roosevelt proposal is the whole question of 
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distribution, and all we are talking about there is only 10 percent of 
the total output of Niagara and 5 percent of the total output of St. 
Lawrence and Niagara. 

By the use of merely this 10 percent we will create the yardstick 
which historically has proven the private utilities sell more, make 
more money for their stockholders, and the people get cheaper power 
and more of it. 

Senator Gore. Mr. Chairman. 

Senator Upron. Senator Gore. 

Senator Gorr. Congressman, I wish to congratulate you upon your 
testimony. You have clarified some questions. 

I wish to inquire if in the end result the difference between the 
bill which you and Senator Lehman advocate and the bill which 
Governor Dewey advocates is the preference of acquisition and the 
yardstick, the establishment of a yardstick ? 

* Mr. Roosevetr. It is the only difference. 

Senator Gore. Is that the only difference ? 

Mr. Roosrverr. It is the only difference. 

Senator Gore. Do you consider the preference of acquisition nec- 
essary to the establishment of a yardstick ? 

Mr. Roosrvetr. There is no yardstick without that preference of 
acquisition. 

Senator Gore. In what value do you hold the yardstick to be ? 

Mr. Roosrvetr. I think the yardstick is the key to cheap power. 

I think the yardstick is the key to mass use of cheap power, 

I think that has been proven true in your area, in the Tennessee 
Valley. Ithink it has been proven true in the Northwest. 

What we are talking about here is not a wished-for hope, but a his- 
torical fact, and I want to see that same historical fact applied to 
the State of New York and the Northeastern region. 

Senator Gore. I wish toshare your ambition in that respect. 

Mr. Roosrve.tr. Thank you, Senator. 

I might just add with regard to this 10 percent that we are arguing 
about here that, as a result of my insistence that the 10 percent be 
used to create this yardstick through the preference of acquisition, 
we have been called socialistic; we have been the target of the most 
vicious cé unpaign, advertising campaign, by the private utilities, not 
only the private utilities of New York State, but of the entire Na- 
tion, and I think that we must be pretty nearly right if we have 
earned this vast expense of money and propaganda by our opposition. 
I think they are scared to death by the yardstick and of the pref- 
erence of acquisition. 

Senator Hotianp. May I ask one more question? 

Senator Urron. Senator Holland. 

Senator Hotianp. I am not familiar with the terms of the license 
for the development of St. Lawrence power. 

Are the terms of that license such as in your opinion to safeguard 
the rights of rural electric cooperatives and municipalities to pref- 
erential purchase of such supplies they need ? 

ir. Roosrverr. Senator Holland, I am very glad you asked that 
question. 

They are not. In fact, I introduced a bill last year which would 
have required the Federal Power Commission in granting its license 
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to the New York State Power Authority for the development of St. 
Lawrence to insert in that license the preference of acquisition clause. 
They did not. That did not even come up for hearings in the House. 

I believe Senator Lehman also introduced a companion bill in the 
Senate. It was not acted on by the Congress. It was not inserted 
in the license and, in my judgment, the present license is a complete 
acceptance of the Dewey-Burton New York plan, so-called, and does 
not guarantee or does not come up with a yardstick result and will 
in no way result in cheap power for the State. 

Senator Hotuanp. Is there no requirement in existing Federal law 
under which that license was issued which would give some guaranty 
of cheap Federal power ? 

Mr. Roosreveir. No, sir. The Federal Power Act, as I understand 
it, simply says that in granting a license for hydroelectric develop- 
ment, preference shall be granted to States who come in for the li- 
cense, applicants, but it does not go one step further and say then the 
producer must distribute with a preference of acquisition. 

Senator Horianp. Your position is that the Federal Power Com- 
mission did not specifically write into the license anything that would 
guarantee the passing on of cheap power ¢ 

Mr. Roosrevetr. That is correct, sir. 

Senator Hottanp. And your position is further that the New York 
Power Authority will not so guarantee ? 

Mr. Roosevetr. Under the present membership, with the exception 
of Mr. Moses, whose position I don’t know as yet. 

Senator Case. Mr. Chairman. 

Senator HorLanp. One more question about that, if I may, and 
then I will be through: What right does the license contain, as far as 
the St. Lawrence development is concerned, to safeguard or protect 
the State of Vermont or any of the other adjoining, nearby States 
which would have an interest in that development ? 

Mr. Roostvetr. I didn’t understand the question, sir, and I am 
sorry. 

Senator Hottanp. What safeguard does that license contain, if any, 
that would entitle the State of Vermont or any of the other nearby 
States to participate in the power that is developed ? 

Mr. Roosrvert. It permits the governors of those States to apply, 
unless they can get an equitable arrangement with the New York 
State Power Authority, to the Federal Power Commission and to 
have their case for better allocation of power adjudicated by the 
Federal Power Commission. 

Senator Hottanp. Mr. Chairman, since there is a very definite con- 
nection between these two developments, the St. Lawrence and the 
Niagara, if the license of the Federal Power Commission or the appli- 
cable portions thereof which give preference and give protection to 
the adjoining areas has not been included in this record, I would hope 
the chairman would take steps to see it is included in the record. 

Senator Upron. That will be done. 

Perhaps you can tell us whether it has been done. 

Mr. Bassetr. No, sir. 

Senator Upron. It has not been included, I am told; but it will be 
at your suggestion. 
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(The license referred to is as follows:) 


UNITED STATES oF AMERICA, FEDERAL POWER COMMISSION 
OPINION NO. 255 
IN THE MATTER OF PoWER AUTHORITY OF THE STATE OF NEW YORK, PRogEct No. 2000 
Adopted: July 10, 1953. Issued: July 15, 1953 


Before Commissioners: Jerome K. Kuykendall, Chairman; Dale E. Doty, 
Claude L. Draper, and Nelson Lee Smith. 


OPINION AND ORDER ISSUING LICENSE FOR MAJOR PROJECT 


BY THE COMMISSION : 

The present proceeding is upon an amended application by the Power Authority 
of the State of New York for a license under section 4 (e) of the Federal Power 
\ct covering certain power facilities to be located in the International Rapids 
Section of the St. Lawrence River. The first application by the power authority 
was filed July 16, 1948. After hearings and an initial decision by the presiding 
examiner, the application was dismissed on December 19, 1950, for the reason, 
as set forth in accompanying opinion No. 203, that it then appeared desirable 
to refer the matter to the 82d Congress under section 7 (b) of the act, where it 
was anticipated legislative action would be taken to authorize participation 
by the United States Government with the Government of Canada in the con- 
struction of the combined seaway and power project. 

Court review of this order for dismissal was sought by the power authority 
in the United States Court of Appeals for the District of Columbia Circuit, but 
the review was not pressed. Meanwhile, the 82d Congress adjourned without 
egislation being reported in either House of Congress to deal with the St. 
Lawrence development. Bills which would have authorized Federal participation 
with Canada in the combined seaway and power development were defeated 

House and Senate Committees in the 82d Congress, notwithstanding active 
efforts to secure favorable consideration. The Commission thereupon joined 
with the power authority in asking that the court of appeals dismiss the review 

roceeding and return the application for further consideration under the 
Federal Power Act. The court review proceeding was dismissed as requested and 
the power authority on September 22, 1952, filed an amendment to the original 
pplication. 

Hearings were held on the amended application December 1952, briefs were 
led with and oral argument was heard by the presiding examiner, who, on 
May 12, 1953, filed his initial decision. We heard oral argument on the initial 
decision and the exceptions thereto and have considered such argument and 
exceptions and the record relating to this application. 

The power authority, an agency of the State of New York, proposes to construct 
and operate the Long Sault Dam near Massena, N. Y., connecting the mainland 
with the upstream end of Barnhart Island and to be located entirely within the 
United States; a powerhouse which would also act as a dam to be constructed 
from the foot of Barnhart Island to the midpoint of the main channel of the St. 
Lawrence River, which midpoint is the boundary line between the United States 
and Canada ; and that portion of the Iroquois Dam located on the United States 
side of the river some 27 miles upstream from the Long Sault Dam. The Power 
Authority also proposes to make certain channel improvements and to construct 
other works necessary on the United States side for the operation of its project. 

The Iroquois Dam was not proposed by the Power Authority in 1948, but 
that dam and the other facilities are all in conformity with the plans of the 
Army engineers, and the proposed structures would be built in accordance with 
what is known as the New York-Ontario power priority plan for the develop- 
ment of the International Rapids section of the St. Lawrence River. The facili- 
ties included within that plan which lie in Canada are to be constructed by 
the Hydro-Electric Power Commission of Ontario. 

In 1938, and again in 1941, it was proposed that the Governments of Canada 
and the United States join in the construction of the seaway and power facilities 
in this section of the river. Although the 1941 agreement was repeatedly brought 
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before committees of Congress, it was not approved, and finally in 1952 the 
Canadian Government renounced its intention of proceeding under that agree- 
ment and stated that if the power facilities were constructed by some agency 
in the United States and a Canadian entity, the Government of Canada would 
undertake the construction of navigation facilities on the Canadian side. 

Complimentary applications were filed by the two Governments with the 
International Joint Commission seeking approval of the construction of the 
power facilities in the International Rapids section and on October 29, 1952, 
that Commission issued its order of approval. A Joint Board of Engineers would 
be set up by the two Governments under the order of approval to supervise 
the construction in both countries. A Joint Board of Control would be estab- 
lished by the International Joint Commission, after construction, to insure 
compliance with the provisions of the order of approval relating to water levels 
and regulation of discharge. 

The creation of these two boards would remove any necessity for an agree- 
ment between the constructing and operating entities in the two countries in 
any formal sense. The Canadian Government has designated the Province of 
Ontario, which in turn designated Hydro-Electric Power Commission of 
Ontario as the Canadian agency for this purpose. The Hydro-Llectric Power 
Commission of Ontario has announced its intention to proceed with the con- 
struction in Canada of the corresponding power facilities and has presented 
substantial evidence of the urgency with which it is faced in meeting the in 
creased power demands which must be supplied in Canada and which could 
be met by the power output of the St. Lawrence power development so far as 
available in Canada. 

In view of the location of the Long Sault Dam entirely within the United 
States, it will be necessary for the Joint Board of Engineers to arrange for 
the payment by the Hydro-Electric Power Commission of Ontario of part of 
the costs in the United States, for under the International Joint Commission 
Order of Approval, the costs are to be equally shared between the two develop 
ing entitles. The Government of Canada has also announced that if the power 
facilities are constructed it will construct and operate the necessary facilities 
for 27-foot navigation on the Canadian side of the river throughout the Inter- 
national Rapids section. 

The St. Lawrence River drainage basin, some 303,000 square miles in extent, 
supplies a river which is unique among the large river systems in this continent. 
The five large storage reservoirs known as the Great Lakes so regulate the 
flow in the St. Lawrence River itself that the average actual discharge has been 
about 237,000 cubic feet per second, having a narrow range from a maximum 
monthly mean flow of 314,000 cubic feet per second to a minimum monthly flow 
of 144,000 cubic feet per second, a far smaller variation between high and low 
flows than prevails in other rivers of comparable flow. 

From the Strait of Belle Isle in the Canadian Gulf of St. Lawrence to Duluth, 
Minn., there is a continuous waterway of about 2,347 miles. Proposals have 
been made both in Canada and the United States to make this vast waterway 
suitable for deepdraft navigation throughout its entire length, but this is a 
matter for which the two legislative bodies in each Government are primarily 
responsible. Suffice it to say, that if the facilities proposed by the power author- 
ity are constructed in the United States, and complimentary facilities are con 
structed in Canada, the seaway facilities in the International Rapids section 
can be constructed either in the United States or Canada. If Congress decides 
to authorize participation by the United States in such navigation improve- 
ments, the investment by the United States for navigation will be substantially 
reduced by the construction of the power facilities proposed for construction as 
project No. 2000 under the Federal Power Act and authorized under the Inter- 
national Joint Commission Order of Approval. 

The location of the St. Lawrence River as an international boundary stream 
raises other questions in addition to the navigation improvement. It is claimed 
that because the proposed powerplant and the Iroquois Dam will be located 
partly in Canada and partly in the United States, a license under the Federal 
Power Act would be unlawful for two reasons: The licensee, a State agency, 
could not operate any of these facilities in partnership with an agency in another 
country; and a major license cannot be issued for only half of a power plant, 
because that would not constitute a complete unit of development within the 
definition of “project” in section 3 (11) of the act. 

As for the so-called partnership said to be required, the Order of Approval of 
the International Joint Commission, and indeed the very terms of the Boundary 
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Waters Treaty of 1909, 1aake it plain that that Commission is in full control of 
such construction and that no partnership as generally understood is required 
between the constructing and operating agencies in the two countries. The 
Government of each country has secured from the International Joint Com- 
mission an order providing the mechanics whereby both the construction and the 
operation of the development can be undertaken and carried on without difficulty. 

Any partnership, if it could even be called such, would exist only in the mutual 
urpose of each country to provide within its own boundaries and through a 
suitable agency those facilities which together will make possible the utiliza- 
tion of these water resources for the generation of electric power. Congress, 
through the Boundary Waters Treaty of 1909 and through the Federal Power 
Act, has provided the legal machinery whereby full authority or such construc- 
tion and operation may be secured within the United States. The maintenance 
and operation of the power facilities on each side of the international boundary 
under these authorizations would be merely one of the several activities provided 
for furtherance of the mutual interests recognized in the consummation and 
ratification of the Boundary Waters ‘freaty of 1909. 

In the second place, the licensing provisions of the Federal Power Act must 
e given a practical interpretation’ and the Commission is authorized to issue 

license for those projects and project works which will enable the licensee to 
evelop and utilize the water power available at the site. The power facilities 
vhich the applicant proposes to construct in the United States will constitute a 
part” of a complete unit of development only in the sense that water cannot 
be stored behind half a dam and only half of the Iroquois Dam and half of the 
Harnhart Island powerhouse (which will also act as a dam) lie within the 
United States. Nevertheless, this dam and powerhouse will each be a dam and a 
powerhouse to the extent they are constructed in the United States. With comple- 
mentary facilities constructed in Canada, they will enable the full development 
nd utilization envisaged in the Federal Power Act and in the Order of Ap- 
roval of the International Joint Commission and without whose jurisdiction 
nd guidance the facilities cannot be constructed or operated in either country. 

Question was also raised as to the legal authority of the applicant as an agency 
f the State of New York to accept a license under the Federal Power Act in the 
face of State constitutional and statutory provisions retaining in the State of 
New York ownership and control over the navigable waters of the State. It 
is said that section 14 of the Federal Power Act requires a licensee to agree to 
the “recapture” of its project at the end of the license period and this is 
incompatible with the refusal of the State to agree to alienation of either its 
property or its waters. 

The enabling act of the power authority, however, has been so drawn as to 
authorize expressly the acceptance of a license under the Federal Power Act, 
ome of the amendments directed to this end having been adopted in 1951, after 
claims of insufficiency in this respect had been advanced by the presiding ex- 
aminer in 1949. Moreover, the State cannot by either its own constitution or by 
any statements of its legislature, prevent the exercising by the United States of a 
power granted by the Federal Constitution, nor, correlatively, can the Federal 
Power Act confer upon the United States any rights to acquire State property if 
those rights are not derived from the Federal Constitution. 

Finally in this connection, it is obvious that the power authority has been given 
all of the statutory authority required under the Federal Power Act to agree 
that in the event the United States should at the expiration of the license period 
acquire the licensed project, the acquisition price shall be determined in ac- 
cordance with the formula prescribed in section 14. The claims of State law 
insufficiency, consequently, do not appear to be well founded. 

As to the distribution of power from this project, two comments need to be 
made at this time: This is a large and important waterpower resource in which 
the Nation is interested. Power from the proposed plant will cost less than 
power from other equivalent fuel-electric sources which could be constructed to 
serve the same market area. Under these circumstances, it is in the national 


interest to develop these water resources to serve broad public interests. In 


1 The contention that the statutory definition of “project” is inflexibly in the conjunctive 
in referring to the elements of a complete unit of development is without merit. See, for 
example, U. S. v. Appalachian Power Co. (311 U. 8. 377, 426), where the Supreme Court 
pointed out that navigation facilities, although apparently called for by sec. 4 (e) in each 
project licensed may be omitted in the discretion of the Commission. Also the licenses 
issued for other projects show that the objections upon this ground cannot be followed as 
a practical matter. 
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order to insure conformance with comprehensive plans of development, the power 
should be made available not only in New York State, where the generators are 
to be located, but within economic transmission distance in nearby States. Just 
where the feasible market area will lie is a matter for later determination. The 
licensee should make reasonable amounts of the power output available to 
neighboring States within this market area and in the event of disagreement over 
the allocations which it makes for other States, the Commission should reserve 
the right to determine what allocations are reasonable and to secure compliance 
with this requirement. Also, as requested by the State of Vermont, the licensee 
should be required to deal with whatever bargaining agency may be established 
in the neighboring States within the market area for the purpose of disposition 
of the power allocated to such States. 

The matter of discriminating between different classes of consumers—that is, 
those served by municipalities and cooperatives and those served by privately 
owned utilities—however, is an entirely different question. It has been urged 
that the Commission should require the licensee in selling power from the St. 
Lawrence plant to give preference to public bodies and cooperatives, in much 
the same manner as Congress has required preferential sales to public bodies 
and cooperatives in section 5 of the Flood Control Act of 1944 in the sales of power 
from some Federal plants. 

There is clearly no express authorization in the Federal Power Act for the 
Commission to require such preferential sales by a licensee and there are a 
number of provisions which indicate that the Commission is not given the right 
to impose such a condition upon a licensee. The general authorization carried 
in section 10 (g) of the act for the imposition of unspecified license conditions 
means, of course, that all of the conditions so imposed must be in conformity and 
consistent with the general purposes of the act (Federal Power Commission v. 
idaho Power Company, 344 U. S. 17). 

It is in the examination of the other provisions of the act that difficulty is 
encountered in connection with the preference condition requested by some of 
the intervenors in this proceeding. No rate preference is sought, but the request 
is made that the Commission include a preference clause similar to that imposed 
by Congress upon some Federal power sales to give public bodies and cooperatives 
priority in service. 

By section 19 of the act, rate and service regulation over licensees is conferred 
upon the Commission only in the absence of a State agency authorized to provide 
such regulation. Section 19, however, by reason of the statutory definition of 
* person” does not refer to municipal licensees. The Power Authority of the State 
of New York is an agency of the State and the State legislature has seen fit to 
confer upon the authority full control over the service which it is to render and 
the rates which it is to charge for power from the St. Lawrence power project. 
It has already been held that the act does not confer upon the Commission any 
jurisdiction over the rates or services of a municipal licensee (The State of 
Washington v. Superior Court of the State of Washington for Chelan County, 
208 Pac. 2d 849, appeal dismissed 339 U. S. 907). 

The possibility of providing municipal preferences was not overlooked by 
Congress, for it gave such a preference in section 7 (a) of the act in the issuance 
of a license where there are conflicting applications of a municipality and a 
privately owned company. Congress also provided preferential treatment of 
municipal licensees in certain exemptions from the payment of annual charges 
under section 10 (e) of the act. The antithesis of a preferred service clause 
may be found in the antitrust prohibitions in section 10 (h) against restraints 
in trade, rates, and services. 

The statutory provisions of part I of the act would seem to negate any inten- 
tion by Congress to delegate to the Commission the right to impose a license 
condition for preferential service, particularly in the absence of any standards 
by which the Commission could determine when such a condition would be appro- 
priate and in the absence of a statutory policy basis for the accomplishment of 
some special purpose (United States v. Chicago, etc. Ry. Co., 282 U. 8. 311, 324). 

It is moreover significant that none of those who have advocated the in- 
clusion of a service preference clause in a license for the development of the St. 
Lawrence River have pointed to any specific statutory basis for such a condition, 


2A decision by one of the lower courts of the State of New York interpreting sec. 19 of 
the act also lends support to the proposition that a condition prescribing service preferences 
would not be consistent with that section of the act (Niagara Falls Power Co. v. Maltbie (41 
NYS 2d 424 (1948)). 
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nor have we found such a basis in our own examination of the Fower Act. It 
is obvious, of course, that the Commission cannot lawfully impose conditions 
upon licensees which are not authorized by the Power Act since the preference 
condition is not expressly authorized and is out of harmony with the terms of 
that act, we find ourselves unable to impose it in this instance. 

One other matter should be taken care of in the license. The Aluminum Com- 
pany of America, through its subsidiary the St. Lawrence River Power Co., 
now diverts water from the St. Lawrence River through its Massena Canal for 
ise in its powerplant which discharges into the Grass River from whence the 
water returns to the St. Lawrence. The right to make this diversion for power 
use has not been established, but need not be passed upon in this proceeding. 
However, the Massena powerplant produces about 500 million kilowatt-hours 
of power a year, which is used for the production of aluminum. In addition, the 
diversion also supplies water for municipal and industrial use in the area. It 
would appear to be highly desirable to continue the diversion until the water so 
diverted can be used through the Barnhart Island plant. Since the latter plant 
will have more than twice the head that can be developed through the Massena 
plant, it is obvious that it would be uneconomic to continue the diversion 
through the Massena Canal for power purposes after the water can be put to 
more efficient use in the Barnhart Island powerhouse. 

Our order will require diversion facilities to be installed at the Massena 
Canal, but we do not propose in this proceeding to settle the question of who 
shall pay for the diversion facilities. There will be ample time after the is- 
suance of a license, but prior to the construction of such diversion facilities, 
for the rights of the parties to be determined, and at this time we confine our- 
selves to the license requirements. 

With the conditions which we are including in the license, we conclude that 
the project proposed by the power authority will be best adapted to a compre- 
hensive plan of development for the St. Lawrence River and that it is in the 
public interest that construction of the project should be started and completed 
as soon as practicable. The Commission further finds: 

(1) The application of the Power Authority of the State of New York under 
consideration was originally filed July 16, 1948, supplemented the following 
September and amended September 22, 1952. 

(2) The plant development proposed by the applicant is predicated upon the 
1942 final report of the United States Army Corps of Engineers on the St 
Lawrence River project. 

(3) The proposed project would consist of— 

A. All lands within the United States constituting the project area and en- 
closed by the project boundary or the limits of which are otherwise defined, or 
interests in such lands necessary or appropriate for the purposes of the project, 
whether such lands or interests therein are owned or held by the applicant or 
by the United States; the general location of such project area being tentatively 
shown and described by certain exhibits which formed part of the application 
for license and the amendment thereto insofar as they show lands and project 
works within the United States and which are designated and described as 
follows: 

Exhibit J: Maps in four sheets: Sheet 1 (FPC No. 2000-4) ; sheets 6a and 6b 
(FPC Nos. 2000-12 and -13) ; and sheet 7 (FPC No. 2000-14). 

B. Principal structures located in the United States, comprising: a concrete 
gravity dam (designated as Long Sault) comprising two bulkhead sections and a 
gate-controlled spillway section, extending from the United States shore of the 
river in the vicinity of Massena, N. Y., to the upstream end of Barnhart Island; 
the portion within the United States of the concrete dam (designated as Iroquois) 
equipped with crest gates located on the St. Lawrence River at Point Rockway, 
about 6 miles west of the village of Waddington, N. Y.; the half within the United 
States of the powerhouse (designated Barnhart Island powerhouse) with in- 
stallation of about 1,100,000 horsepower in 18 units of equal size; dikes for the 
protection of lands along the river; a reservoir with the maximum normal pool 
level at elevation 238 feet for initial operation and at elevation 242 feet after a 
test period of 10 years or less: and appurtenant works and facilities; the loca- 
tion, nature and character of which are more specifically shown by the exhibits 
hereinbefore cited and by certain other exhibits which also formed part of the 
application for license and the amendment thereto insofar as they show lands 
and project works within the United States and which are designated and de- 
scribed as follows: 
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Exhibit L: Drawings in six sheets, comprising: Sheets 1 to 6 (FPC Nos. 
2000-6 to 2000-11). 

Exhibit L: Sheet 7 (FPC No. 2000-15). 

Exhibit M: Consisting of three printed pages, with the exception of paragraph 
1 of page 1 which refers to the 1942 report on the St. Lawrence project by the 
Corps of Engineers, United States Army. 

Exhibit M (supplement): One printed page, with the exception of paragraph 
1 which refers to the 1942 report on the St. Lawrence River project by the Corps 
of Engineers, United States Army. 

C. All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, includ- 
ing such portable property as may be used or useful in connection with the proj- 
ect or any port thereof, whether located on or off the project area, if and to the 
extent that the inclusion of such property as part of the project is approved 
or acquiesced in by the Commission, also all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance or operation 
of the project. 

(4) The Chief of Engineers, Department of the Army, and the Secretary of 
the Interior have reported on the application. 

(5) Complementary, but separate, applications were filed by the Governments 
of Canada and the United States with the International Joint Commission under 
the International Boundary Waters Treaty of 1909 for approval of the construc- 
tion and operation of the power facilities referred to in the joint report, dated 
January 3, 1941, of the Canadian Temporary Great Lakes-St. Lawrence Basin 
Committee and the United States St. Lawrence Advisory Committee, the pro- 
posed facilities being the same as those covered by the amended application for 
project No. 2000. 

(6) The requested order of approval was signed by the International Joint 
Commission on October 29, 1952. The Hydro-Electric Power Commission of On- 
tario has been named by the Government of Canada as the entity to undertake 
the construction of those works to be built in Canada as part of the project; and 
the order provides that the Government of the United States shall designate 
the entity to construct the complementary facilities on the United States side of 
the international boundary. 

(7) The portion of the St. Lawrence River within the United States is a navi- 
gable water of the United States and is also subject to the jurisdiction of Con- 
gress as an international boundary water, as has heretofore been found by the 
Commission (9 F. P. C. 301 at 304). e 

(8) The Power Authority of the State of New York is a corporate municipal 
instrumentality of the State of New York, existing by virtue of title 1, article 5, 
of the public authorities Law, New York Laws of 1939, chapter 870, as approved 
June 15, 1939, and subsequently amended, and is a municipality within the mean- 
ing of the term as defined in the Federal Power Act. It has shown legislative 
authority to apply for and to accept a Federal Power Act license for the pro- 
nosed project. Notice of the application for project No. 2000 and of all amend- 
ments thereto has been given as required by law. 

(9) Project No. 2000, as proposed, would cost in the neighborhood of $266.5 
million, and the financing charges plus interest during construction would bring 
the total cost, under adverse financing conditions, to approximately $316 million. 
With this cost, the power authority could sell power from the project at rates 
which would be less than the cost of equivalent power from steam-electric gen- 
erating plants. Under these circumstances, the project is economically feasible 
and its power output would assist in meeting the power loads within the market 
area to which the power could be transmitted on an economic basis. The neces- 
sity for development of the power resources in this section of the river is urgent 
and immediate. 

(10) The applicant, power authority, has presented satisfactory evidence of 
its financial ability to construct and operate the proposed project No. 2000, 
including the testimony of an underwriting house that all of the necessary se- 
curities can be marketed at reasonable costs. 

(11) The installed generator capacity of the project hereinafter authorized 
is 940,500 kilowatts and the electric energy generated thereby would be utilized 
in New York and the neighboring States. 

(12) The Government of Canada has advised the Government of the United 
States that “it has concluded that it would no longer be practicable to revert 
to the terms of the 1941 agreement or to place that agreement before Parliament 
for approval.” The demand for power in the area to be served by the Inter- 
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national Rapids power development is so urgent in Canada that the Canadian 
Government does not wish to engage in any deliberations which may delay the 
progress of the plan now underway for the construction of a power project in 
this section of the river. 

(13) The Canadian Government has given assurance to the Government of 
the United States that when all arrangements have been made to insure the 
ompletion of the power phase of the St. Lawrence project, the Canadian Gov- 
ernment will construct locks and canals on the Canadian side of the inter- 
national boundary, and will make all necessary improvements in the wholly 
Canadian section of the river to provide for deepwater navigation to the standard 
specified in the proposed agreement between Canada and the United States for 
the development of navigation and power in the Great Lakes-St. Lawrence Basin, 
signed March 19, 1941, and in accordance with the specifications of the Joint 
Board of Engineers, dated November 16, 1926, and that such deepwater naviga- 
tion shall be provided as nearly as possible concurrently with the completion 
of the power phase of the St. Lawrence project. 

(14) Subsequent to June 30, 1952, the Canadian Parliament implemented its 
commitment to the United States by authorizing the St. Lawrence Seaway Au- 
thority, which would have the power and duty of constructing and operating 
seaway facilities. Prompt construction of the seaway is thus assured. More- 
ever, the Canadian Government has indicated in a memorandum that it is pre- 
pared and willing to discuss United States participation in the seaway if the 
Government and Congress of the United States should so desire. 

(15) Upon the terms and conditions hereinafter imposed, the proposed project 
No. 2000 is best adapted to a comprehensive plan for the improvement and utiliza- 
tion of the International Rapids section of the St. Lawrence River for the use 
or benefit of interstate or foreign commerce, for the improvement and utiliza- 
tion of waterpower development, and for other beneficial public uses, including 
recreational purposes. 

(16) In accordance with section 10 (d) of the act, the rate of return upon 
the net investment in project No. 2000 and the proportion of surplus earnings 
to be paid into and held in amortization reserves are reasonable as hereinafter 
specified. 

(17) The maps and plans filed as part of the application, as amended, conform 
to the Commission’s rules and regulations. 

(18) The St. Lawrence River Power Co. operates a hydroelectric powerplant 
maintained at the lower end of its Massena Canal and discharging into the 
Grass River, and also supplies water for the village of Massena and the alumi- 
num plants in the vicinity. It is not necessary in this proceeding to pass upon 
the claims of the power company of vested rights to make continued diyersion 
of approximately 25,000 cubic feet per second, but provision should be made for 
continued diversion of water through the dike in the vicinity of the Massena 
Canal during the period required for construction of the proposed project, with 
the design of the diversion works and the rights and responsibilities of the power 
company to be left for future determination. If desired by St. Lawrence River 
Power Co., such diversion facilities should remain in standby condition after 
completion of the project, at the expense of St. Lawrence River Power Co. and 
for use only in event of breakdown or other emergency making it impossible 
for licensee to utilize all of the United States share of the river flow through 
the project works. 

(19) The project here proposed, because of the fall involved, and the com- 
paratively low ratio between high monthly flows and low monthly flows in the 
St. Lawrence River, is a source of potentially low-cost hydroelectic generation 
which, as a national resource of the entire northeastern region of the United 
States, should be made available on an equitable basis to consumers in those 
parts of New York and other portions of the United States within economic 
transmission distance of the powerhouse. 

(20) This Commission may and should require that hydroelectric energy 
developed by waters of the International Rapids section of the St. Lawrence 
River be made available on an equitable basis to consumers in the United States, 
outside the State of New York, but within economic transmission distance of 
the project. 

(21) It is desirable that the New York Power Authority, during the period 
of construction, carry on negotiations with public utilities and other distributors 
in other States, and in any case where such State shall have provided a bargain- 
ing agency for the procurement of such power, the licensee shall negotiate only 
with such agency for the sale of energy to be used in that State. 





162 NIAGARA FALLS POWER DEVELOPMENT 


(22) Under the provisions of section 20 of the act, this Commission has juris- 
diction, if the States through their proper agencies are unable to agree upon 
the services to be rendered and the proportion of electric energy generated by the 
project which shall be made available to consumers in each State, to regulate 
and control the apportionment of said electric energy equitably to and among 
the distributors, and State agencies, within economic transmission distance, 
provided that hearings for such allocation may and should be held upon appli- 
cation of any interested State or State bargaining agency. 

(23) The public interest requires that a provision, requiring sale of an equi- 
table portion of the electric energy generated at the project to consumers outside 
the State of New York, be required in accordance with the procedures heretofore 
described. 

(24) The Power Authority of the State of New York proposes in the sale of 
electric energy to give preference to sales for eventual use by domestic and rural] 
consumers. There is no evidence in this record that existing distributing com- 
panies, including privately and publicly owned utilities, are not physically and 
financially able to extend service to all rural and domestic consumers seeking 
to purchase electric energy at points where delivery is economically feasible 
within economic transmission distance of the project on the United States side of 
the St. Lawrence River. The preference for rural and domestic consumers 
carried in the New York State law under which the power authority must dis- 
tribute power is equitable and in the public interest and it does not appear that 
the Federal Power Act authorizes imposition of a preference clause similar to 
that imposed in the sale of power from some Federal powerplants. 

(25) There is no evidence that public interest would be served by the require- 
ment for further study by the power authority of the alleged rights and claims 
of owners of property bordering upon Lake Ontario as a prerequisite to the 
issuance of a license in this proceeding. 

(26) The market for electric energy which will be developed in the normal 
course of events during the period of construction of the project, will more than 
absorb the electric energy to be generated by the project. 

(27) In the construction of additional facilities for the generation of electric 
energy, it is desirable that, to the extent it is authorized to do so, the Commission 
shall provide for the development and use of natural resources in the most 
economic and efficient manner possible. 

(28) The applicant has shown satisfactory evidence of compliance with the 
requirements of the laws of the State of New York with respect to bed and banks, 
and to the appropriation and diversion or use of water for power purposes, and 
with respect to the right to engage in the business of developing, transmitting, 
and distributing power, and in any other business necessary to effect the pur- 
poses of a license under the act. 

(29) The initial scale of annual charges to be paid by the applicant to this 
Commission should be at the rate of 1 cent per horsepower on the computed 
installed generator capacity (1,250,000 horsepower), plus 21%4 cents per 1,000 
kilowatt-hours of gross energy generated by the project during the calendar year 
for which the charge is made. 

(30) The Power Authority of the State of New York does not by its present 
application propose to construct any transmission lines. However, the said 
authority is now authorized by State law to contract for use of transmission 
lines, and if unable to obtain the proper contracts for the use of presently con- 
structed transmission !ines and the movement of electric energy generated at the 
project, the authority may, under section 1005, subsection 7, of its enabling act, 
erect, maintain and operate transmission lines necessary for the delivery of 
electric energy to its customers. 

(31) No evidence was presented on behalf of the St. Lawrence project con- 
ference: it has not established the fact or law from which the nature and 
validity of its alleged rights and interests may be determined in the issuance of 
a license for the St. Lawrence development, and therefore it is not properly a 
party to the proceeding. 

The Commission orders: 

(A) This license is issued to the Power Authority of the State of New York 
(an agency of the said State) under section 4 (e) of the Federal Power Act 
for a period of 50 years, effective as of the first day of the month in which its 
proper acceptance is filed with the Commission, for the construction, operation, 
and maintenance of Project No. 2000 in the International Rapids section of the 
St. Lawrence River, subject to the terms and conditions of the act which is incor- 
porated by reference as a part of this license, and subject to such rules and 
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regulations as the Commission has issued or prescribed under the provisions of 
the act. 

(B) This license shall also be subject to the following terms and conditions: 

Article 1. The entire project, as described in the order of the Commission, 
shall be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in its order as a part of the license, until such change shall have 
been approved by the Commission: Provided, however, That if the licensee or the 
Commission deems it necessary or desirable that said approved exhibit, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits there- 
tofore made a part of the license as may be specified by the Commission. 

Article 3. Said project works shall be constructed in substantial conformity 
with the approved exhibits referred to in article 2 herein or as changed in 
accordance with the provisions of said article. Except when emergency shall 
require for the protection of navigation, life, health, or property, no substantial 
alteration or addition not in conformity with the approved plans shall be made 
to any dam or other project works under the license without the prior approval of 
the Commission; and any emergency alteration or addition so made shall there- 
after be subject to such modification and change as the Commission may direct. 
Minor changes in the project works or divergence from such approved exhibits 
may be made if such changes will not result in decrease in efficiency, in material 
increase in cost, or in impairment of the general scheme of development; but 
any of such minor changes made without the prior approval of the Commission, 
which in its judgment have produced or will produce any of such results, shall be 
subject to such alteration as the Commission may direct. The licensee shall 
comply with such rules and regulations of general or special applicability as 
the Commission may from time to time prescribe for the protection of life, 
health, or property. 

Article 4. The construction, operation, and maintennace of the project and any 
work incident to additions or alterations shall be subject to the inspection and 
supervision of such officer or agent as the Commission may designate, who shall 
be the authorized representative of the Commission for such purposes. The 
licensee shall furnish to said representative such information as he may require 
concerning the construction, operation, and maintenance of the project, and of 
any alteration thereof, and shall notify him of the date upon which work will 
begin, and as far in advance thereof as said representative may reasunably 
specify, and shall notify him promptly in writing of any suspension of work for 
a period of more than one week, and of its resumption and completiou. ‘The 
licensee shall allow him and other officers or employees of the United States, 
showing proper credentials, free and unrestricted access to, through, and across 
the project lands and project works in the performance of their official duties. 

Article 5. Upon the completion of the project, or at such other time as the 
Commission may direct, the licensee shall submit to the Commission for approval 
revised maps, plans, specifications, and statements insofar as necessary to show 
any divergence from or variation in the project area and project boundary as 
finally located or in the project works as actually constructed when compared 
with the area and boundary shown and the works described in the license or in 
the maps, plans, specifications, and statements approved by the Commission, 
together with a statement in writing setting forth the reasons which in the 
opinion of the licensee necessitated or justified variations in or divergence from 
the approved maps, plans, specifications, and statements. Such revised maps, 
plans, specifications, and statements shall, if and when approved by the Com- 
mission, be made a part of the license under the provisions of article 2 hereof. 

Article 6. For the purpose of determining the stage and flow of the stream 
or streams from which water is to be diverted for the operation of the project 
works, the amount of water held in and withdrawn from storage, and the effec- 
tive head on the turbines, the licensee shall install and thereafter maintain such 
gages and stream-gaging stations as the Commission may deem necessary and 
best adapted to the requirements; and shall provide for the required readings of 
such gages and for the adequate rating of such stations. The licensee shall also 
install and maintain standard meters adequate for the determination of the 
amount of electric energy generated by said project works. The number, char- 
acter, and location of gages, meters, or other measuring devices, and the method 
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of operation thereof, shall at all times be satisfactory to the Commission and 
may be altered from time to time if necessary to secure adequate determinations, 
but such alteration shall not be made except with the approval of the Commis 
sion or upon the specific direction of the Commission. The installation of gages, 
the ratings of said stream or streams, and the determination of the flow thereof, 
shall be under the supervision of, or in cooperation with, the Corps of Engineers, 
Department of the Army, having charge of stream-gaging operations in the 
region of said project, and the Licensee shall advance to the Corps of Engineers 
the amount of funds estimated to be necessary for such supervision or coopera- 
tion for such periods as may be mutually agreed upon. The licensee shall 
keep accurate and sufficient record of the foregoing determinations to the satis- 
faction of the Commission, and shall make return of such records annually at 
such time and in such form as the Commission may prescribe. 

Article 7. So far as is consistent with proper operation of the project, the 
licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent lands owned by the licensee for the purpose of full public 
utilization of such lands and waters for navigation and recreational purposes, 
including fishing and hunting, and shall allow for such purposes the construction 
of access roads, wharves, landings, and other facilities on its lands the occupancy 
of which may in appropriate circumstances be subject to payment of rent to 
the licensee in a reasonable amount: Provided, that the licensee may reserve 
from public access such portions of the project waters, adjacent lands, and 
project facilities as may be necessary for the protection of life, health, and 
property and, Provided further, that the licensee’s consent to the construction 
of access roads, wharves, landings, and other facilities shall not without its 
express agreement place upon the licensee any obligation to construct or maintain 
such facilities. 

Article 8. Insofar as any material is dredged or excavated in the prosecution 
of any work authorized under the license, or in the maintenance of the project, 
such material shall be removed and deposited so it will not interfere with navi- 
gation, and will be to the satisfaction of the district engineer, Department of 
the Army, in charge of the locality. 

Article 9. In the construction and maintenance of the project works, the 
licensee shall place and maintain suitable structures and devices to reduce to 
a reasonable degree the liability of contact between its transmission lines, and 
telezraph, telephone, and other signal wires or power transmission lines con- 
structed prior to its transmission lines and not owned by the licensee, and 
shall also place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of any structures or wires falling and obstructing 
traffic and endangering life on highways, streets, or railroads. 

Article 10. Whenever the United States shall desire to construct, complete, 
or improve navigation facilities in connection with the project, the licensee shall 
convey to the United States, free of cost, such of its lands and its rights-of-way 
and such right of passage through its dams or other structures, and permit 
such control of pools as may be required to complete and maintain such naviga- 
tion facilities. 

Article 11. The licensee shall furnish free of cost to the United States power 
for the operation and maintenance of navigation facilities at the voltage and 
frequency required by such facilities and at a point adjacent thereto whether 
said facilities are constructed by the licensee or by the United States. 

Article 12. The operation of any navigation facilities which may be con- 
structed as a part of or in connection with any dam or diversion structure 
constituting a part of the project works shall at all times be controlled by such 
reasonable rules and regulations in the interest of navigation, including the 
control of the level of the pool caused by such dam or diversion structure, as 
may be made from time to time by the Secretary of the Army. Such rules and 
regulations may include the construction, maintenance, and operation by the 
licensee, at its own expense, of such lights and signals as may be directed by 
the Secretary of the Army. 

Article 13. The United States specifically retains and safeguards the right 
to use water in such amount, to be determined by the Secretary of the Army, 
as may be necessary for the purposes of navigation on the navigable waterway 
affected : and the operations of the licensee so far as they affect the use, storage, 
and discharge from storage of waters affected by the license, shall at all times 
be controlled by such reasonable rules and regulations as the Secretary of the 
Army may prescribe in the interest of navigation, and as the Commission may 
prescribe for the protection of life, health, and property, and in the interest of 
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the fullest practicable conservation and utilization of such waters for power 
purposes and for other beneficial public uses, including recreational purposes ; and 
the licensee shall release water from the project reservoir at such rate in cubic 
feet per second, or such volume in acre-feet per specified period of time, as the 
Secretary of the Army may prescribe in the interest of navigation, or as the 
Commission may prescribe for the other purposes hereinbefore mentioned. 

Article 14. The actual legitimate original cost of the original project, and 
of any addition thereto or betterment thereof, shall be determined by the Com- 
mission in accordance with the act and the Commission’s rules and regulations 
thereunder. 

Article 15. After the first 20 years of operation of the project under the 
license, 6 percent per annum shall be the specified rate of return on the net 
investment in the project for determining surplus earnings of the project for 
the establishment and maintenance of amortization reserves, pursuant to sec- 
tion 10 (d) of the act; one-half of the project surplus earnings, if any, ac- 
cumulated after the first 20 years of operation under the license, in excess of 6 
percent per annum on the net investment, shall be set aside in a project amortiza- 
tion reserve account as of the end of each fiscal year: Provided, That, if and to 
the extent that there is a deficiency of project earnings below 6 percent per annum 
for any fiscal year or years after the first 20 years of operation under the 
license, the amount of such deficiency shall be deducted from the amount of 
any surplus earnings accumulated thereafter until absorbed, and one-half of the 
remaining surplus earnings, if any, thus cumulatively computed, shall be set 
aside in the project amortization reserve account; and the amounts thus estab- 
lished in the project amortization reserve account shall be maintained therein 
until further order of the Commission. 

Article 16. No lease of the project or part thereof whereby the lessee is 
granted the exclusive occupancy, possession, or use of project works for pur- 
poses of generating, transmitting, or distributing power shall be made without 
the prior written approval of the Commission; and the Commission may, if 
in its judgment the situation warrants, require that all the conditions of the 
license, of the act, and of the rules and regulations of the Commission shall be 
applicable to such lease and to such property so leased to the same extent as 
if the lessee were the licensee: Provided, That the provisions of this article 
shall not apply to parts of the project or project works which may be used 
by another jointly with the licensee under a contract or agreement whereby the 
licensee retains the occupancy, possession, and control of the property so used 
and receives adequate consideration for such joint use, or to leases of land 
while not required for purposes of generating, transmitting or distributing 
power, or to buildings or other property not built or used for said purposes, 
or to minor parts of the project or project works, the leasing of which will not 
interfere with the usefulness or efficient operation of the project by the licensee 
for such purposes. 

Article 17. The licensee, its successors and assigns will, during the period of 
the license, retain the possession of all project property covered by the license 
as issued or as later amended, including the project area, the project works, and 
all franchises, easements, water rights, and rights of occupancy and use; and 
none of such properties necessary or useful to the project and to the develop- 
ment, transmission, and distribution of power therefrom will be voluntarily 
sold, transferred, abandoned, or otherwise disposed of without the approval of 
the Commission: Provided, That a mortgage or trust deed or judicial sales made 
thereunder, or tax sales, shall not be deemed voluntary transfers within the 
meaning of this article. In the event the project is taken over by the United 
States upon the termination of the license, as provided in section 14 of the act, 
or is transferred to a new licensee under the provisions of section 15 of the act, 
the licensee, its successors and assigns, will be responsible for and will make 
good any defect of title to or of right of user in any of such project property 
which is necessary or appropriate or valuable and serviceable in the mainte- 
nance and operation of the project, and will pay and discharge, or will assume 
responsibility for payment and discharge, of all liens or encumbrances upon 
the project or project property created by the licensee or created or incurred 
after the issuance of the license: Provided, That the provisions of this article are 
not intended to prevent the abandonment or the retirement from service of 
structures, equipment, or other project works in connection with replacements 
thereof when they become obsolete, inadequate, or inefficient for further service 
due to wear and tear, or to require the licensee, for the purpose of transferring 
the project to the United States or to a new licensee, to acquire any different 
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title to or right of user in any of such project property than was necessary 
to acquire for its own purposes as licensee. 

Article 18. The terms and conditions expressly set forth in the license shall 
not be construed as impairing any terms and conditions of the Federal Power 
Act which are not expressly set forth herein. 

Article 19. In the design, construction, maintenance, and operation of the 
project covered by this license, the licensee shall comply with all applicable pro- 
visions and requirements of the order of approval (International Joint Commis- 
sion Docket 68) issued October 29, 1952, by the International Joint Commission 
to the Governments of the United States and Canada for the construction of 
certain works for the development of power in the International Rapids section 
of the St. Lawrence River. 

Article 20. The licensee shall commence construction of the project works 
within 1 year from the effective date of the license, shall thereafter in good 
faith and with due diligence prosecute such construction, and shall complete the 
project and place it in operation within 7 years after construction is commenced. 

Article 21. Not less than 3 months prior to starting construction of the dikes 
within the United States upstream from the Long Sault Dam and for the dike 
and any other works in the vicinity of the entrance to the existing Massena Canal 
and Richards Landing, the licensee shall submit for Commission approval, ex- 
hibit L, general design drawings for such structures in accordance with the 
Commission’s rules and regulations. 

Article 22. Subject to the further order of the Commission, the licensee shall 
provide intake facilities leading to the Massena Canal and, within 1 year from 
the effective date of this license, the licensee shall submit to the Commission a 
report on the feasibility of providing works to permit the continued operation 
of the Massena hydroelectric project of the St. Lawrence River Power Co. during 
the construction of the project covered by this license and at times when the 
project under this license cannot utilize all flow of the St. Lawrence River avail- 
able to the project: Provided, however, That this license requirement shall not 
be construed as deciding at this time what rights, if any, the St. Lawrence River 
Power Co. may have to divert water from the St. Lawrence River through the 
Massena Canal or to maintain and operate its generating facilities at Massena, 
whether the licensee should pay for the entire intake facilities leading to the 
canal, or whether the St. Lawrence River Power Co. should pay for such por- 
tion of the cost of such intake facilities as may be in excess of the cost of an 
adequate dike structure at such location as would be most economic but without 
intake facilities. 

Article 23. The licensee shall file for approval in accordance with the Commis- 
sion’s rules and regulations supplemental exhibit F, detail statement of project 
lands, and exhibit K, detail maps of project area and project boundary, within 
3 vears of the effective date of the license. 

Article 24. The Commission reserves the right to determine at a later date 
what transmission facilities are a part of the project and are to be included 
in the license for the project. 

Article 25. Unless otherwise ordered by the Commission after further con- 
sideration of the reduction in stage to elevation 238, the licensee shall, prior to 
flooding the reservoir, clear all lands in the bottom and margin of the reservoir 
below elevation 249 feet, from Chimney Point to the Barnhart Island power- 
house, and shall dispose of all temporary structures, unused timber, brush, fences, 
buildings, refuse, and other undesirable materials, or flammable material result- 
ing from the clearing of the lands, or from the construction and maintenance of 
the project works. In addition, all trees along the margins of the reservoir 
which may die from its operation shall be removed. The clearing of the lands 
and the disposal of the material shall be done with due diligence and to the 
satisfaction of the authorized representative of the Commission. 

Article 26. The licensee shall construct, maintain, and operate such fish-pro- 
tective devices and shall comply with such reasonable modifications of project 
structures and operations in the interest of fish and wildlife resources as may 
be hereafter prescribed by the Commission upon the recommendation of the 
Secretary of the Interior. 

Article 27. The licensee shall pay to the United States the following annual 
charges: 

For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, 1 cent per horsepower on the authorized in- 
stalled generator capacity (computed at 1,250,000 horsepower) plus 2% 
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cents per 1,000 kilowatt-hours of gross energy generated by the project during 
the calendar year for which the charge is made. 

Article 28. The licensee shall make a reasonable portion of the power capacity 
and a reasonable portion of the power output available for use within the ece- 
nomic market area in neighboring States and shall cooperate with agencies in 
such States to insure compliance with this requirement. In the event of disagree- 
ment between the licensee and the power marketing agencies (public and private) 
in any of the other States within the economic market area, the licensee further 
agrees that the Commission may determine and fix the applicable portion’ of 
power capacity and power output to be made available hereunder and the terms 
applicable thereto: Provided, That if any State shall have designated a bargain- 
ing agency for the procurement of such power capacity and power output on 
behalf of such State, the licensee shall cooperate and deal only with such agency 
n that State. 

(C) The exhibits listed and described in finding (3) above are approved and 
made a part of the license insofar as they show lands and project works within 
the United States. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the act. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order, or, in the event an appeal be taken, within 60 days from the date 
when this order, under the Commission’s rules becomes the act of the Commission. 

By the Commission. 


LEON M. Fuquay, 
Secretary. 


Adopted: July 10, 1953. 
Issued: July 15, 1953. 


In testimony of acceptance of all the provisions, terms and conditions of this 
license, Power Authority of the State of New York, this 3d day of November 
1953, has caused its corporate name to be signed hereto by John E. Burton, its 
chairman, and its corporate seal to be affixed hereto and attested by Smith 
Johnson, its executive secretary, pursuant to a resolution of its board of trustees 
duly adopted on the 5th of August 1953, a certified copy of the record of which 
is attached hereto. 

POWER AUTHORITY OF THE STATE OF NEW YORK, 
By Joun E. Burton, Chairman. 
Attest: 
[SEAL } SMitH JOHNSON, 
Executive Secretary. 
(Executed in quadruplicate. ) 


Power AUTHorITy, STATE oF New York 
TRANSCRIPT FROM RECORDS OF THE MINUTES OF THE BOARD OF TRUSTEES 


The chairman reported that under date of July 15, 1953, the Federal Power 
Commission had transmitted to the authority for execution and formal accept- 
ance a license for the St. Lawrence development, project No. 2000, for which a 
license application had been authorized by resolution of the trustees adopted 
July 9, 1948. The chairman further reported that the issuance of said license 
had been authorized by order of the Federal Power Commission adopted July 10, 
1953, and that it appeared appropriate for the trustees to accept the license 
tendered according to its terms. The chairman presented a copy of the license 
which was ordered filed with the records of the meeting. 

After discussion, upon motion duly made by Trustee Bell, seconded by Trustee 
Powell, and carried by the affirmative vote of all trustees, the following resolution 
was adopted: 

“Resolved, That the power authority accept the license in respect to its pro- 
posed hydroelectric development in the International Rapids section of the St. 
Lawrence River, issued July 15, 1953, by the Federal Power Commission pursuant 
to its opinion and order No. 255 adopted July 10, 1953; that the chairman of the 
board is hereby authorized in behalf of the authority to take such steps as may 
he necessary to accept such license at such time as he deems appropriate pursuant 
to its terms; that the said chairman of the board is further hereby authorized 
to sign his name in acceptance of the license in behalf of the authority: and that 
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the secretary of the authority is hereby authorized to attest the same and to 
affix the seal of the authority thereto and to cause three executed counterparts 
of the form of acceptance attached to the said license to be transmitted to the 
Federal Power Commission.” 


CERTIFICATION 


I, Smith Johnson, secretary of the Power Authority of the State of New York, 
a body corporate and politic, a political subdivision of the State, exercising 
governmental and public powers, hereby certify : 

(1) That a meeting of the board of trustees of the power authority was duly 
called and held in New York City on August 5, 1953, upon due notice to all 
members thereof pursuant to law and the bylaws of the authority; 

(2) That a quorum of the board of trustees was present at said meeting and 
acted throughout ; 

(3) That at said meeting a resolution, a true, correct, and complete copy of 
which is annexed hereto, was duly adopted by the board of trustees ; 

(4) That said resolution has not been in any respects amended, rescinded, or 
annulled, but remains in full force and effect; and 

(5) That as the secretary of the board of trustees I am authorized to certify 
as to the acts of the board of trustees and to affix the seal of the authority to 
the form of acceptance attached to the license issued to the power authority 
by the Federal Power Commission on July 15, 1953, pursuant to order and 
opinion of the Commission duly adopted July 10, 1953. 

In witness whereof, I have hereto subscribed my name and affixed the seal of 
the authority this 3d day of November, 1953. 

{SEAL} SMITH JOHNSON, 

Secretary. 


UNITED STATES OF AMERICA, FEDERAL POWER COMMISSION 
iN THE MATTER OF POWER AUTHORITY OF THE STATE OF NEW YORK, PROJECT NO. 2000 
SEPTEMBER 10, 1953. 
NOTICE OF EXTENSION OF TIME 


Upon consideration of the request of the general counsel of the Power Au- 
thority of the State of New York for an extension of time for acceptance of the 
license issued July 15, 1953, in the above-entitled matter ; 

Notice is hereby given that the provision in paragraph (D) in said license 
order issued July 15, 1953, that acknowledgement of the acceptance of license 
shall be signed by the licensee and returned to the Commission within 60 days 
from the date of issuance of said order is hereby amended to provide that such 
acknowledgement and return to the Commission shall be made on or before 
November 5, 1953. 

[SEAL] Leon M. Fuquay, 

Secretary. 


IN THE MATTER OF PoWER AUTHORITY OF THE STATE OF NEW YorkK, Progect No. 2000 


Smiru, Commissioner, concurring: 

I am in full agreement with the majority that this license should be issued 
and the construction started without further delay. By issuing a license to 
the Power Authority of the State of New York for the development of hydro- 
electric energy in the International Rapids section of the St. Lawrence River, 
the Commission is at long last advancing the time when the enormous waterpower 
resources there available can be utilized in the public interest to meet in a most 
economical fashion the greatly increasing needs of the area in which this energy 
will be distributed. 

As abundantly appears from the opinion of the Commission, substantially the 
same factors which are now said to justify the licensing of this project were 
present 244 years ago when the Commission refused to issue a license for prac- 
tically the same project to this same applicant.’ When it is realized that the 


1 See my dissenting opinion in this docket issued December 22, 1950. 
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average annual power output of some 12,600 million kilowatt-hours is expected 
to be worth over $80 million a year, iv becomes clearly apparent how unfortunate 
it is that this authorization was not granted in December 1950, when the Com- 
mission saw iit merely to refer the matter to Congress, where proposals for Fed- 
eral participation with Canada in the combined power-seaway project had lain 
dormant over the past several decades. Whatever the basis for then insisting 
that no start be made toward providing for the power project unless and until 
the navigation project were simultaneously authorized, it seems clear that the 
basic purpose of the Federal Power Act to foster and encourage-the utilization 
ef Federal power resources has not been served by this delay, nor has the econ- 
omy of the market areas, either in Canada or in the United States, been ad- 
vanced by the failure to make a start toward providing this substantial block of 
badly needed low-cost power. 

The feature which was then said to warrant reference to Congress—namely 
the prospect of at the same time providing for a deepwater seaway—has always 
been a question for determination by the Congress: it remains so at this time. 
The facilities which the Commission is now authorizing will be fully compatible 
with the subsequent construction of a seaway, either in the United States if 
Congress so decides, or in Canada. This was equally true in December 1950. 

One of the objections raised by the examiner when he recommended rejection 
of the State’s application in December 1949, was directed to certain imperfec- 
tions which he thought were present in the Enabling Act creating the Power 
Authority of the State of New York. If there were then imperfections in the 
State legislation (as to which there was some difference of opinion)* they could 
readily have been taken care of, as was pointed out at that time, by insertion 
in the license to be accepted by the State agency of conditions which the Com- 
mission thought appropriate, had it shared the views of the examiner in this 
respect. 

NELSON LEE SMITH, Commissioner. 

Filed: July 10, 19538. 

Issued: July 15, 1953. 


IN THE MATTER OF POWER AUTHORITY OF THE STATE OF NEW YORK, PROJECT 
No. 2000 


Dory, Commissioner, concurring: 

Il concur with the majority in the action taken to the extent of issuing the 
license to the Power Authority of the State of New York for the construction 
of the St. Lawrence project. This development has been too long delayed, and 
in my opinion is badly needed not only for the economic development of the 
area but also strengthening our national security. 

However, I disagree with the majority in their finding that the Commission 
is without basic authority to impose the condition that public bodies and non- 
profit cooperatives engaged in the distribution of electric power shall be given 
a preference in the marketing of the power from this project. This raises a 
fundamental problem of administering part I of the Federal Power Act and on 
which I wish to take this opportunity to express my views. 

Two proposed marketing conditions were proposed to us by certain in- 
terveners to be inserted in the license which were as follows: (1) that as a 
national resource of the northeastern region of the United States, the power to 
he developed and marketed from the proposed St. Lawrence project shall not 
be limited to the State of New York, but that a reasonable portion of such power 
shall be made available by the licensee to consumers in other States within 
a reasonable transmission distance of the project; and (2) that public bodies 
and nonprofit cooperatives engaged in the distribution of electric power shall 
be given preference in the marketing of power from the St. Lawrence project in a 
similar manner as Congress has required preferences in the sales to public bodies 
and cooperatives in section 5 of the Flood Control Act of 1944 (16 U. S. C. 
825s) in the disposition of power from Federal projects subject thereto. 

We have adopted the first condition as being in the public interest and within 
our statutory authority. However, the majority of the Commission has re- 
jected the second proposed condition, not on the ground that such a condition 


2The examiner now finds that amendatory legislation has eliminated such questions as 
he thought present earlier. 
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is inconsistent with the public interest, but on the ground that the imposition 
of such a condition is without our statutory authority. 

A review of the provisions of the Federal Power Act leaves me with a firm 
conviction that the Commission is vested with authority to require, as a con- 
dition to the license, both of the marketing conditions referred to above. Our 
authority to impose the second condition stems from the same authority which 
we found authorizes us to impose the first condition. 

By the provisions of section 4 of the Federal Power Act the Commission is 
given authority to issue a license for this project to be located in navigable waters 
of the United States. By sections 4, 6, and 10 we are further authorized to 
prescribe conditions which we deem necessary or desirable in the public interest, 
in conformity with the act. These arethe sections which grant the Commission 
its broad general authority to impose conditions in a license. I find no more 
specific authority in the Federal Power Act to impose the first condition which 
we adopted than there is to impose the second condition which the majority 
refused to adopt. 

Regarding our authority to impose license conditions under the act the Su- 
preme Court said in United States v. Appalachian Power Co. (311 U. 8. 377, 
127) : “The license conditions to which objection is made have an obvious rela- 
tionship to the exercise of the commerce power. Even if there were no such 
relationship, the plenary power of Congress over navigable water would em- 
power it to deny the privilege of constructing an obstruction in those waters. 
It may likewise grant the privilege on terms.” [Emphasis added.] There the 
Court had reference to license conditions prescribed by the Commission under 
the provisions of the Federal Power Act. Again in 1952 in Federal Power 
Commission v. Idaho Power Company (344 U. 8S. 17, 23), the Supreme Court 
after pointing out that the Commission pursuant to part I of the act is plainly 
the guardian of the public domain, said: “Sections 4 and 10 speak specifically 
of the public domain—waterways and public lands. Section 6 makes each li- 
censee subject to all the terms and conditions of the act and to ‘such further 
conditions, if any, as the Commission shall prescribe in conformity with this 
act * * * Section 6, read in the context of sections 4 and 10, would seem to 
give ample authority to the Commission to attach the conditions imposed here.” 
And there the Commission imposed a condition granting the Federal Government 
a preference in the use of a licensed transmission line, and it should be noted 
that there is no more specific authority in the act for imposing that condition 
on the Idaho Power Co. than there is for the preference condition rejected by 
the Commission in this case. 

In deciding that the first marketing condition is in conformity with the act, 
the majority states that the second proposed condition is inconsistent with sec- 
tions 10 (h) and 19 of the act. They also seem to indicate that sections 7 (a) 
and 10 (e) in some fashion would limit the Commission’s authority to pre- 
scribe the proposed preference condition. 

With respect to the application of section 10 (h) to Commission action, the 
Commission has heretofore represented to the United States Supreme Court in 
its brief in the case of Pennsylvania Water Co. v. F. P. C. (348 U. 8S. 414), 
that on its face section 10 (h) has the same scope as the Sherman Act; that 
when it refers to “combinations, agreements, arrangements, or understandings,” 
it is obviously concerned only with private combinations, etc., just as is the 
Sherman Act; and that section 10 (h) thus clearly does not interfere with or 
diminish the authority of the Commission. Obviously, then, 10 (h) does not 
prohibit the attachment of conditions which the Commission finds should be 
attached to a license as required by the public interest. 

In its opinion in this case the Supreme Court at page 422 said: “To the 
extent that Penn Water is being controlled, it is by the Commission, acting 
under statutory authority, not by Consolidated, acting under the authority of 
private contract terms ‘legalized’ by the Commission. The duty of Penn Water 
to continue its coordinated operations with Consolidated springs from the Com- 
mission’s authority, not from the law of private contracts.” 

In my mind this would seem to be a complete answer to any contention that 
the Commission’s action in prescribing such a condition would be inconsistent 
with section 10 (h). 

Section 19 has reference to regulation of rates and services after the issuance 
of a license. It in no way is a limitation on the Commission’s power to impose 
conditions in a license which it finds are in the public interest. The imposition 
of the proposed preference condition in no way derogates any authority the 
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State might have under section 19. If this were true the first marketing 
condition which was adopted requiring that a portion of the power be removed 
from the reach of consumers in New York and sold to consumers in neighboring 
States would equally derogate the authority of the State of New York under 
section 19. 

The majority’s reliance on the provisions of section 7 (a), which merely 
provides for a preference to State and municipal applicants in the event of 
conflicting applications with private applicants, as circumscribing the authority 
of the Commission to attach conditions to the license to my mind involves a 
plain non sequitur. 

Regarding section 10 (e) of the act, it is noted that Congress has therein 
offered an inducement to a State or municipal licensee to make the power from 
the project available to the public without profit by waiving annual charges in 
such cases. The general purpose of that provision is very closely analogous 
to the congressional purpose expressed in the preferenec provisions of section 5 
of the 1944 Flood Control Act. The sale of the power developed by the St. 
Lawrence project so that it would reach the ultimate consumers without profit 
is the very purpose of the proposed preference condition. It would seem obvious, 
therefore, that the proposed preference condition is in conformity with the 
general purpose of section 10 (e) of the act. 

It is my view that only by the proposed preference condition can we be cer- 
tain that the power developed by the St. Lawrence project will be marketed 
in such manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers, which are the reasons which impelled Congress 
to impose similar preference provisions respecting the disposition of power from 
Federal projects such as those subject to the 1944 Flood Control Act and the 
Tennessee Valley Authority Act (16 U. 8. C. 831i). 

DALE E. Dory, Commissioner. 

Filed: July 14, 1953. 

Issued: July 15, 1953. 

Senator Stennis. I have one question. 

Senator Urron. Senator Stennis. 

Senator Stennis. Representative Roosevelt, your revenue bonds are 
to be issued by your State power authority, as I understand. What 
assurance do you have that this step will be taken by your State if 
this bill should become law and the administration is opposed to it? 

[ am not posing a political question. It is just a practical question. 

What would be your situation? 

Mr. Roosrvetr. If the Lehman-Roosevelt bill was adopted? 

Senator Stennis. Yes; by the Congress. 

Mr. Roosrevett. I am sure that the State power authority would 
proceed to administer it, for the simple reason it would only affect 
10 percent of the power anyway. 

Senator Stennis. Do you think they would go ahead and issue the 
bonds? 

Mr. Roosrverr. Yes. 

Senator Stennis. And proceed ? 

Mr. Roosrvetr. Yes, sir. 

There is such a crying need for new power in the area. Actually, 
with the development of St. Lawrence and Niagara, we will only be 
adding 25 percent of the estimated power needs of the area by 
1960. There is going to have to be a vast increase in the steam-gener- 
ated power facilities before 1960 if the present estimates hold true. 

Senator Stennis. So, the demands and the urgency of the need will 

carry it on through ? 

Mr. Roosevett. Yes, sir. 

Senator STENNIS. When some plan is adopted? 

Mr. Roosevetr. Yes, sir. 

48161—54—__12 
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I might say also we have an election coming up next fall in New 
York, which might change the situation somewhat. 

Senator Burke. Mr. Chairman, may I ask a question ? 

Senator Urron. Senator Burke. 

Senator Burke. Congressman, if the municipalities and the coopera- 
tives could only take 5 or 10 percent of this newly created power, any- 
how, could you conceive how, under the Dewey plan, the New York 
Power Authority could deny it to the municipalities and the co-ops, 
even 5 or 10 percent of the power that is produced 4 

Mr. Roosevett. It is not a question of denying them the power, 
but it is a question of whether they will get the preference of acquisi- 
tion. 

Under the Dewey plan there is no assurance, no guaranty they 
will get a preference of acquisition. In other words, supposing there 
are demands for four times as much power as is being produced; 
then the rural co-ops and municipalities will get their one-fourth of 
what they ask for and the private utilities will get one-fourth of 
what they ask for. 

That is the application, in effect, of the Dewey plan. 

Thank you very much, Mr. Chairman. 

Senator Case. Mr. Chairman. 

Senator Upron. Senator Case. 

Senator Burke. It would still be a yardstick, wouldn’t it? 

Mr. Roosrvett. What is that? 

Senator Burke. It would still be a yardstick, wouldn’t it, as long 
as the municipalities and co-ops got some of the power? 

Mr. Roosrverr. No, for the simple reason that under the Dewey 
plan they intend to blend the Niagara power with the steam-generated 
power and there would be no specific bloc transmitted o1 purchased 
by necessity. 

You see, under the Lehman-Roosevelt bill a municipality will go 
to the State power authority, buy its block of power, then negotiate 
with the private utility for transmission at a fair return to the private 
utility for the service and then that will be sold to the consumer. 

Under the Dewey proposal there is no such similar right to go 
directly to the authority and get a preference of acquisition and a 
direct contract. 

Senator Urron. Senator Case. 

Senator Case. Mr. Chairman, Senator Burke asked the first ques- 
tion that I wanted to ask, and that was if the municipalities and the 
co-ops get their share of the production it should afford an opportu- 
nity to provide a yardstick; but, turning from that, the Senator from 
Klorida asked about the resources of the present law for controlling 
the rates. I invite your attention to the fact that the Federal Power 
Act, as amended in 1935 and approved by the then President Franklin 
Delano Roosevelt, made some changes in the 1920 act which had been 
approved by Mr. Wilson. 

The section 7 of the Wilson 1920 act stated that in issuing permits 

r licenses there should be provided— 
the plans for the same are deemed by the Commission equally well adapted, or 
shall within a reasonable time to be fixed by the Commission be made equally 


well adapted, to conserve and utilize in the public interest the navigation and 
water resources of the region. 





NIAGARA FALLS POWER DEVELOPMENT 173 


The 1935 act, approved by President Roosevelt, left out the naviga- 
tion reference and made it “to conserve and utilize in the public inter- 
est the water resources of the region.” 

Then further section 10 was amended to provide that : 

All licenses issued under this part shall be on the following conditions— 


and I skip several that do not go to the immediate question and go to 
subparagraph (e) : 

That the licensee shall pay to the United States reasonable annual charges 
in an amount to be fixed by the Commission for the purpose of reimbursing the 
United States for the costs of the administration of this part; for recompensing 
it for the use, occupancy, and enjoyment of its lands or other property; and 
for the expropriation to the Government of excessive profits until the respective 
States shall make provision for preventing excessive profits or for the expro- 
priation thereof to themselves, or until the period of amortization as herein 
provided is reached, and in fixing such charges the Commission shall seek to 
avoid increasing the price to the consumers of power by such charges, and any 
such charges may be adjusted from time to time by the Commission as conditions 
may require. 

In response to the question asked by Senator Holland, I think the 
record would indicate that you thought the Commission was more or 
less feeble and without any power to do anything to insure equitable 
rates. 

Mr. Roosrvetr. Oh, no, sir. I didn’t mean to give that interpre- 
tation. 

Senator Hoiianp. I got that impression from your answer, but I 
thought it varied from ‘the requirements of law, and I intended—in 
fact, I had already asked the staff to include with the license the 
provisions of the law that were applicable. 

Mr. Roosevett. I only meant that the State power authority up 
until the granting of the St. Lawrence license was, in my opinion, not 
qualified to proceed with the construction because it had no experience 
in so doing. 

At this point, by the time Niagara comes along, it would have had 
all the experience with the St. Lawrence and I think will be entirely 
qualified to construct the project. 

Now, as to the right of the State power authority to set rates, it 
has that under the present State law in its contracts with the distribut- 
ing companies and it will make contracts for 90 percent of the power 
under my bill with the private utilities. 

There is some question as to the overlapping of the public serv- 
ice commission and the power authority. Mr. Burton has admitted 
that. I don’t recall if he admitted it in testimony before the commit- 
tee last year, but 

Senator Case. When you say “public service commission” you mean 
Federal Power Commission ? 

Mr. Roosrveit. No; the New York State Public Service Commis- 
sion. 

Senator Case. I see. 

Mr. Roosrvett. I am talking about the rate structure. There is an 
overlap between the New York Public Service Commission in setting 
rates for the private utilities and the power of the New York State 
Power Authority to affect the rate structure by its contract on the sale 
to the private utilities, 

Now, the point is: If the Dewey plan is adopted, the State power 
authority, with its policy of selling at the bus bar, will only have pri- 
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marily the Niagara-Mohawk and its affiliated companies as consumers. 
There will be no competition. It will have no bargaining position 
in setting its contracts with the private utility companies. It will 
be at a disadvantage in setting those contracts. 

If, on the other hand, we have the rate structure set up through the 
use of 10 percent, through the preference clause, then it will be in a 
stronger bargaining position. 

Senator Case. Now, let’s get this straight. When you speak of the 
Dewey plan, are you referring 

Mr. Roosevert. To the Ives-Becker bill. 

Senator Case (continuing). To a plan whereby the license would 
be directly to the State by act of Congress? 

Mr. Roosrvett. Under the Ives-Becker bill, yes, sir, or it would go 
under your bill, too. 

Senator Case. Under the bill which I introduced it would be under 
control of the Federal Power Commission. 

Mr. Roosevetr. That is right. 

Under the Ives-Becker bill that is the same route taken. 

Senator Case. And would be subject to the 1935 act. 

Senator Hotitanp. Yes; and my earlier question was designed to 
bring out, among other things, whether any protection was to be given 
to this whole matter of rate structure by provisions of the Federal 
Power Act, and I at least gathered from your answer there was no 
such protection given, and I think the excer pts from the act read into 
the record now by Senator Case makes it clear that the Federal Power 
Commission does come under the license to the St. Lawrence project, 
have power which it couldn’t deprive itself of, because the law gives 
it to it and, of course, it will continue to have the power to assert that. 

Mr. Roosrvetr. Senator Holland, let me make this distinction: Un- 
der the license granted to the New York State Power Authority for 
the development of St. Lawrence, there is no requirement for a pref- 
erence clause for distribution of the power so generated. 

The section of the act that Senator Case referred to, granting in 
effect an excess-profits-tax setup, where the applicant makes excessive 
profits—under both the Case bill and the Ives-Becker bill and the 
Lehman-Roosevelt bill the New York State Power Authority will 
never be in a position of making excess profits. I don’t know what 
the private utilities will make, but this section of the act refers only 
to the profits of the applicant licensee and, under the terms of the 
statute in New York, that licensee, the New York State Power 
Authority, will never make excessive profits. It will make adequate 
profits to amortize and pay interest on the bond issue. It will not 
be a profitmaking institution or operation otherwise. 

Senator HotiaNnp. Your si eutiaeeicis is that the New York Power 
Authority will not safeguard the public; is that it? 

Mr. Roosrvett. That is correct. 

Senator Case. Mr. Chairman. 

Senator Urron. Senator Case. 

Senator Casr. My comment on that is that Congressman Roosevelt 
charges the Federal Power Act of 1935 with a—— 

Mr. Roosevert. A weakness. 

Senator Casr. A weakness to which it isn’t entitled. When you 

take section 7 together with the other, where the Commission in issu- 
ing its license must conserve and utilize in the public interest the 
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water resources of the region, and then lay down the conditions under 
which the license is granted to the licensee, I think it is hardly fair 
to the 1935 act to suggest that the licensee, to wit, the New York 
Power Authority, would be restrained in making excessive profits but, 
in turn, could grant sales to anyone to whom it might sell the power 
at a wholesale basis the right to make excessive profits. 

Mr. Roosrvetr. Senator Case, under our present public service reg- 
ulations a private utility is only permitted to make a 6-percent return. 
That, in my opinion, would not be considered excessive under the 
1935 act. 

Senator Casr. And then I think it all has to be taken into considera- 
tion in connection with paragraph 5 of the Power Authority Act. I 
am not going to burden the record with reading that again at this 
time, but it seems to me perfectly clear that the New York Power 
Authority Act does propose that the domestic and rural use of elec- 
tricity should be encouraged at the lowest possible rates. 

Mr. Roosevetr. Senator, let me—— 

Senator Cas. “The lowest possible rates” are the words of the act. 

Mr. Roosrvetr. May I ask you a question? 

If your bill is passed and the Federal Power Commission issues a 
license to the New York State Power Authority, under your present 
interpretation of both the New York State Act and the Federal Power 
Act, would the New York State Power Authority have to grant a 
preference of acquisition to the municipalities and the REA’s and 
the other Government agencies ? 

Senator Case. I think that it would have to release the power under 
considerations primarily for the benefit of the people of the State as a 
whole, and particularly to the domestic and rural consumers to whom 
the power can economically be made available and accordingly that 
sale to and use by industry shall be a secondary purpose. In other 
words, the primary purpose of what I am quoting—and I am using the 
language of the act—is that the “sale to and use by industry shall be a 
secondary purpose.” Consequently, the primary would be to the do- 
mestic and rural consumers, and so as to “permit domestic and rural 
use at the lowest possible rates and in such manner as to encourage in- 
creased domestic and rural use of electricity.” 

Mr. Roosevett. Then let me ask you this, Senator, if I can take this 
extra time: This is the crux. Mr. Burton and Governor Dewey have 
said that this power should be blended with existing steam facilities, 
and they admit this will mean a negligible drop in the monthly bill of 
the rural and the domestic consumer. Would you say that blending 
of the Niagara power and the St. Lawrence power with the existing 
total production of power would meet that clause? 

Senator Case. Of course, I don’t think I am competent to answer 
that question. I think when you speak of blending that that would 
require an analysis of your capital structure and your depreciation 
rates and other things. 

I think that is a pretty involved thing that I couldn’t answer off- 
hand. Iam not familiar enough with the New York law. 

Senator Urron. Are there any further questions? 

Senator Kucue. Yes. 

Senator Urron. Senator Kuchel. 

on Kucueu. Just a couple of questions, Congressman Roose- 
velt. 
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When you use that phrase “preference of acquisition,” is it true you 
mean by that the usual statutory provision with relation to preference 
that it may be designed as a prior right of public agencies to purchase 
power? Isthat, generally speaking, what that phrase means? 

Mr. Roosevetr. Yes, sir; I think that is correct. 

Senator Kucuet. It is also your statement that the New York stat- 
ute has been variously interpreted by the New York State Power 
Authority, first, as to require a preference and then, subsequently inter- 
preted a second time, so as not to require a preference ? 

Mr. Roosevetr. Yes. 

Senator Kucue.. And with respect to the license granted the State 
of New York Power Authority by the Federal Power Commission it 
is your statement there is in that license nothing which requires a pref- 
erence clause in the sale of power ? 

That was your statement? 

Mr. Roosevetr. That was my statement as to the present interpre- 
tation by the New York State Power Authority. 

Senator Kucuen. Actually, if we deal here with a question where a 
State statute is in being, but, yet, has been susceptible, apparently, to 
two absolutely diametrically opposite conclusions, it just seems to me 
it might be wise for the committee to invite the chairman of that 
power authority here from New York, the new one, in whom appar- 
ently all people involved in that controversy have great faith, and 
ask Mr. Moses what his feelings are and to get some guidance. I mean 
either that statute says one thing or it doesn’t. When you get some- 
thing that has been interpreted two different ways, you are kind of a 
little lost, you know. 

Mr. Rooseveir. But, Senator, Senator Case in answering my ques- 
tion simply read me the statute back and he did not, as far as I am 
concerned, give he an interpretation. 

Senator Kucne.. Was that the State statute the Senator was 
reading ? 

Mr. Roosevett. Yes, sir. 

Senator Kucne.. The two sections? 

Mr. Roosrvetr. Yes, sir. 

Senator Kucue.. Or the Federal Power Act section ? 

Mr. Roosevetr. This has not yet been interpreted by the courts, and 
I would suggest to the Senator even if Commissioner Moses gives you 
an interpretation that is not a final decision because that can only 
be done by the courts. 

Senator Kucuen. I would agree with that, but I still would urge 
this committee asking the commissioner, Mr. Moses, to come here and 
testify. 

Senator Upron. It seems to be a proper matter for the committee 
to consider in executive session. 

Senator Kucue.. Just one more question: Would it be a fair state- 
ment, Mr. Roosevelt, to say that the Ives bill or the Case bill would 
make available to the State of New York with respect to Niagara 
power exactly the same factual situation that it has today with respect 
to St. Lawrence power? 

Mr. Roosevetr. Yes, sir; absolutely. 

Senator Upron. In behalf of the committee, Congressman Roose- 
velt, the Chair thanks you for the presentation of your views here. 

Mr. Roosrvetr. Mr. Chairman, could I put at the end of my testi- 
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mony the list of the cooperatives within an economic transmission 
distance of the project and the number of consumers ? 

Senator Upron. Without objection 

Senator Casr. Reserving the right to object, does that include the 
municipalities 4nd cooperatives outside of the State of New York 
entitled to preference under the terms of the Lehman-Roosevelt bill 

Mr. Roosrveir. This is only REA co-ops within an economic dis- 
tanc, economic transmission distance, in New York, Ohio, and Penn- 
sylvania. 

Senator Case. Then it is true that your bill proposes to give pref- 
erence to the co-ops and municipalities outside of the State of New 
York ahead of the 95 percent of consumers within the State of New 
York 

Mr. Roosrver. No, sir. 

Senator Casz. Who are served by private utilities? 

Mr. Roosrvetr. No, sir; that is not my—— 

Senator Casz. Then why do you want to include these municipali- 
ties and co-ops outside of the State of New York? 

Mr. Roosevetr. I am including it simply because these Ohio and 
Pennsylvania co-ops will come under the provisions of my bill, have 
a preference in the acquisition of the allocation to the State of Ohio 
and the State of Pennsylvania of the total production and purely for 
the information of the committee as to the number of consumers, and 
so forth. 

Senator Case. Your bill, as we read it yesterday, when Senator 
Lehman was testifying, clearly gives preferences to States and co-ops. 
and so forth. I don’t see anything in your bill that warrants the 
interpretation you just put on it, and I think you agreed to that 
earlier in your testimony. 

Mr. Roosrvetr. I agree that should be cleared up. 

Senator Case. But your inclusion of these co-ops and organizations, 
municipalities outside of the State of New York in your preference 
list would support the interpretation that they would have a prefer- 
ence over the 95 percent of the consumers in the State of New York 
who are served by private utilities. 

Mr. RooseEvett. Tf that is your interpretation, I will withdraw this, 
Mr. Chairman, because I don’t want that interpretation to be on the 
record. 

Senator Casr. No; I don’t—— 

Mr. Roosevett. I will withdraw it. 

Senator Casg. I don’t 

Mr. Roosevett. I was just submitting this for the information of 
the committee, but I don’t want that interpretation to be placed on 
my insertion of this. 

Senator Casr. But, Mr. Chairman—— 

Senator Upron. Senator Case. 

Senator Casr. That is the crux of this thing. It is proposed that 
the New York State Power Authority issue bonds and create a system 
whereby power would be exported outside of the State of New York to 
people outside of the State of New York in preference to consumers 
within the State of New York whose credit and good faith is used to 
guarantee the application of the revenues. 

Senator Burke. Mr. Chairman. 
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Mr. Rooseveur. Mr. Chairman, that is your interpretation, Senator ; 
that is not mine, and in order to make it absolutely clear I am going 
to confer with Senator Lehman and amend this bill so that interpreta- 
tion cannot be placed on it. 

Senator Case. Mr. Chairman, in actual practice the Federal prefer- 
ence law does that. It takes the power in one State and exports it to 
other States, regardless of where the power is generated. 

Mr. Roosevetr. That is correct. 

Senator Casz. Where the Federal Government is involved and 
finances the project, there is some justification for that. 

Mr. Rooseverr. That is correct. 

Senator Casr. But where you take a State and use State credit or 
the good name of the State, even though it be revenue bonds, and say, 

“We are going to see the revenues are applied to that,” and then ex- 
port the power, where the undisputed testimony is 95 percent—in fact, 
Senator Lehman used 95 percent—of the consumers in New York are 
served by private utilities, you have a grave question of public policy 
there. 

Mr. Roosevett. As I have stated my position, Senator, my position 
is simply this: You get a million and a half kilowatts produced. That 
will be distributed equitably between the States who are within 
reasonable transmission distance. That is a primary distribution, on 
a State basis, a State allocation basis. Within each State, then, the 
preference of acquisition goes, first, to the REA’s and municipalities, 
and then the rest of it goes to the private utilities as set forth in the 
preference clauses. 

In my State we are talking only about 10 percent going to the 
REA’s and municipalities, with 90 percent going to the private utili- 
ties, of that allocation of power to the State of New York, the total 
production. 

Senator Urron. Senator Burke. 

Mr. Roosrevetr. And New York State will get most of it. 

Senator Urron. Senator Burke, have you any questions? 

Senator Burke. I was just going to quarrel with Senator Case on 
this revenue bond issue. The full faith and credit of the State of New 
York is not pledged. 

Mr. Roosrvetr. No. 

Senator Uprron. Again we thank you, Congressman Roosevelt. 

Mr. Roosrvertr. Thank you. 

Senator Casr. Not to pay them directly, but that the revenues will 
be applied to that purpose ? 

Senator Burke. That is correct. 

Senator Urron. The Chair now recognizes Mr. Dempsey. 


STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE IN 
CONGRESS AT LARGE FROM THE STATE OF NEW MEXICO 


Mr. Dempser. Mr. Chairman and gentlemen, I will be brief. I 
am not going to put in the record a prepared statement, because I 
concur entirely with what the chairman of our committee, Mr. Don- 
dero, said yesterday. 

We sat in hearings approximately 2 weeks, heard all the witnesses 
who cared to be heard on the question of this Niagara power develop- 
ment. 
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I think some 311 various organizations testified and, as I recall, not 
one took exception to the rate charge in New York, and they practi- 
cally all appreciated the service given by those power companies. 

Now, as to the question of cheap power: I assume that means power 
that pays no Federal taxes, and if the power companies, the private 
pasar companies, were not taxed they could be in the same category ; 
out, unfortunately, they are not. 

There have been statements made here about the great giveaway. 
That also came up when Congressman Roosevelt appeared before our 
Public Works Committee of the House. 

The situation is that these companies are going to construct a pro}- 
ect costing approximately $400 million. They are going to finance 
that, and ‘from the profits under our present tax system, 52 percent 
would go to the Federal Treasury; the additional, of course, would 
go to the State of New York, and they won’t stop there because if it 
is a paying proposition and the utility declared dividends, 30 to 60 
percent of the dividends go to the Federal Treasury in taxes. 

I was concerned about how the future of the American system of 
industry is affected by this proposition. It raises the question of 
whether the time has arrived when private money should not be ad- 
vanced to do the things it has done in the past on the basis that if it does 
then eventually some State or the Federal Government will come in and 
say, “Well, we can do it cheaper because we won’t pay ourselves any- 
thing and we will take over your business.” 

I sort of dread that situation, and I am fearful that this is a step 
in that direction. 

The proponents brought up as a yardstick the Tennessee Valley 
Authority. Well, there is no yardstick about that. 

I was one of those back in the ear ly thirties when I was in Congress, 
before I came lately, who supported the Tennessee Valley Authority 
for the reason that we could not get private money to do it. If private 
money could have done it, we wouldn’t have needed to finance the 
Tennessee Valley Authority, and probably never would. 

I was also in favor of the development of the Columbia River and 
the power projects. Here they had associate concerns besides power, 
such as flood control, irrigation, and, in some instances, navigation. 
Here you have one thing, and one thing only, and that is the develop- 
ment of power. 

They have a heavily populated area in the State of New York, and 
there is no similar area in the world so thoroughly covered by trans- 
mission lines as is the State of New York. 

There have been questions about rates here, and rates there. Well, 
rates must be different in different areas. That is predicated upon 
common sense. 

Up near Niagara Falls—I don’t know; I haven’t been up there re- 
cently—I have been there many times, but I haven’t been up in the past 
several years—I don’t recall whether the transmission lines are pole 
lines or not; but I do know about New York and Manhattan Island. 
Ihave reason to know much about that. It is one of the most extensive 
constructions in the world. I have gone into that very thoroughly. 
I was the engineer for the New York municipal agency that built the 
subways. I walked those tunnels before a tie or rail was put down, and 
you don’t go down below New York very far before you go into solid 
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granite, and when you put conduits in solid granite you get into big 
money. Costs are entirely different in different locations. 

But I think all the talk about competition, comparing public power 
with private power, where public power pays nothing in taxes to any- 
body, is not pertinent. I wouldn’t call that competition. I would 
call that a step in the direction of destruction. 

Senator Burke. Congressman, we wouldn’t have had REA, would 
we, if private enterpr ise had done the job? 

Mr. Dempsey. Certainly we wouldn’t, and private enterprise 
couldn’t have done the job, Senator. 

I was one of the fellows back of REA, and I am still back of it. 

That was done more for the rural areas of this Nation than I think 
has ever been done before. 

In my State we have about 96 percent of the State covered by REA, 
but private power is thriving out there. There is eos be- 
tween the two, and the State of New York, as I recall, has 98 percent 
of the total power generated by private companies; about 2 percent 
by others. 

‘I think your co-ops constituted practically the only objection to this. 

On the vote in the House, Mr. Roosevelt brought that up, talked 
about the Republicans, and how they voted. This is a nonpartisan 
thing. This isan American thing. It shouldn’t be a partisan thing. 
We had 41 Members from New York present; 32 voted for the Miller- 
Dondero bill; 9 voted against. 

We have had nobody before our committee—and they had every 
opportunity—from New York coming down and asking that the con- 
struction be by the Federal Gov ernment—or New York, as a matter 
of fact. They objected to both. The labor unions, the "farmers, the 
chambers of commerce—and the young gentleman on my left, Con- 
gressman Miller, from Buffalo, came down here on this very issue. 
The issue was: Did they want private power or public? 

He said he was against public power all the way. 

I don’t feel that way about it. I go a long way with public power, 
but I won’t go all the way. 

The gentleman who ran against Mr. Miller was for public power. 
That was the issue, and the only issue. Mr. Miller is here with a 
majority of 35,000 votes. 

Now, I do think the people in these States should have some say 
about the development of a thing of this kind. Furthermore, I think 
if it is true that the water that comes down from Lake Erie in that 
little stream, Niagara River, contributes nothing to Niagara Falls— 
the barge canal through the Tonawanda Creek takes more water out 
of the Niagara River than the New York watershed along the Niagara 
River puts in the river, then the prior rights claimed by New York 
State are open to question. 

That is your situation there, and the gentlemen say, “Well, this 
power, this water, belongs to all the people.” I assume that would 
even take in New Mexico. 

Then they say, “And that is why New York should have it.” 

Well, I think New York should have a lot of things. I like New 
York, but I don’t like to see that State take everything. 

Mr. Dewey made a beautiful speech, just beautiful, and amusing. 
He said, “We w vant to be left alone. We passed a law taking title to 
the river.” 
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That isn’t difficult—to pass a law. The difficulty is in getting 
away with it. 

Then he said, “We want to be left alone.” 

I am not seeking to make any comparisons, but I have never known 
of a bank robber who robbed a bank and didn’t want to be left alone 
after he got the spoils. 

This is pretty raw here, in my judgment. 

I don’t think I will take up any more of your time, gentlemen. I 
appreciate the time you have given me, and the opportunity of being 
heard. I know you have to go over and answer your quorum call the 
same as we do shortly in the House. 

I went into this matter with an extremely open mind; and if the 
TVA is to be a yardstick as to the development of the resources of this 
Nation, and no corporation—they are very unholy recently—no pri- 
vate money should be put up except that which they extract by way 
of taxes, that is something else. I think then we better look care fully 
at some of these projects and maybe not be so generous in the future 
with them. 

I think the nearer we comply with the long-established American 
system the better off we are going to be. 

Mr. Mitier. Mr. Chairman, as the original sponsor of the bill and 
the Congressman representing the district in which this project will 
be located, do I understand that I and Sentaor Capehart, who is my 
cosponsor of this bill in the Senate, will have an opportunity at a 
future hearing to be heard before this committee ? 

Senator Upton. The hearing will now be adjourned, to be continued 
next week, the date to be fixed. 


Mr. Mituer. I hope that I will— 

Senator Upron. You presumably will have the best opportunity to 
speak at the hearing. 

Mr. Mitter. I hope when I am finished the committee will be satis- 
fied so there will be no necessity of calling Mr. Moses or anybody else. 

(Whereupon, at 11: 40 a. m., the hearing was recessed, subject to 
call.) 
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TUESDAY, MARCH 16, 1954 


Unrrep States SENATE, 
CoMMITTEE ON Pustic Works, 
Washington, D.C. 

The committee met, pursuant to call, at 10:20 a. m., in room 412, 
Senate Office Building, Senator Edward Martin (chairman of the 
committee) presiding. 

Present: Senators Martin, Case, Bush, and Gore. 

Also present : Charles N. Kapnic, chief clerk ; Eloise Porter, assistant 
clerk ; Ellsworth W. Bassett and Theo. W. Sneed, technical staff 
members. 

The CuarrmMan. The committee will be in order. 

I don’t think we will wait longer for Congressman Dempsey. So, 
Congressman Miller, you go ahead. 


STATEMENT OF HON. WILLIAM E. MILLER, A REPRESENTATIVE IN 
CONGRESS FROM THE 40TH DISTRICT OF THE STATE OF NEW 
YORK 


Mr. Miter. Mr. Chairman and members of the committee, I appre- 
ciate this opportunity of testifying before this committee as the origi- 
nal sponsor of what has been known as the private enterprise bill in 
the House of Representatives, providing for the development of the 
additional power at Niagara Falls by private enterprise, and I appre- 
ciate this opportunity of being heard in behalf of my bill. 

Now, first I would like to take this opportunity to clear up. what I 
believe to be some conflicting statements and some confusion which 
has occurred in the course of these hearings in the last 2 or 3 days. 

In the first place, your distinguished colleague, Senator Gore, 
brought up some questions concerning rates and seemed to be quite 
incredibly amazed that the rates in the city of Rochester, only 30 miles 
from the city of Buffalo, were so much higher than those prevailing in 
the city of Buffalo and the city of Niagara Falls, and he questioned 
Senator Lehman concerning that point and I think Senator Lehman's 
comments were to the effect that the rates were lower in Niagara 
Falls and Buffalo because of their proximity to Ontario, Canada, and 
the rates over in Canada being so much lower it seemed to be a yard- 
stick which forced the rates on the American side down so they would 
not suffer by comparison. 

Of course, none of that is fact and none of that is true. In the first 
place, we must remember that when Senator Gore talks abont rates 
prevailing in Tennessee or elsewhere he is talking about hydroelectric 
rates, that is, naturally cheap electricity, water power. In the city of 
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Rochester the electric system and the company which provides the 
electric service in the city of Rochester is composed of about 85 per- 
cent steam power, not hydropower. So, the comparison is not a fair 
comparison at all. 

In addition thereto, it must be remembered, as far as the situation 
in New York is concerned, a great proportion of the power is steam 
power. 

We must remember that this project we are talking about in New 
York is not like the Tennessee Valley project or the Northwest Power 
project, which had a tremendous impact on the whole economy of the 
area because of the fact that it was a measure of rehabilitation and a 
Government project which gave to the area its first and its only, to a 
great extent, source of cheap hydropower. 

Now, in New York this project we are talking about is only about 
one-seventh of the available power now, installed power now, and by 
the time this becomes a factual operating project it will only be about 
one-ninth of all the installed capacity, electrical capacity, in the whole 
State of New York. 

Now, also, there were several questions brought up about preference 
clauses and the idea as to what percentage of people in the State of 
New York are affected by REA’s or municipal powerplants. 

The answer to that is out of over 15 million people i in the State of 
New York only 4,600 people are served by REA’s, and they use only 
about one-tenth of 1 percent of all the available installed project 
power in the State of New York. 

Municipalities, government-owned municipalities, use about 114 
percent of all the State consumption of electric power. 

The Cuarrman. How many municipally owned distributors are 
there? 

Mr. Miixer. There are about 5 REA’s, and I would say roughly 
probably not more than 8 or 9 municipally owned power projects in 
the State, and together they use less than 2 percent of the whole, 
entire—— 

The Cuarrman. Could you give us a list of those? 

Mr. Mier. Yes; I can. 

The Carman. And insert them in the record ? 

Mr. Miter. Yes; I can. 

(The list as supplied by Mr. Miller is as follows :) 


MUNICIPALLY OWNED DISTRIBUTION SYSTEMS IN NEw YorxK 
Those with annual revenues in excess of $250,000: 


Dunkirk Herkimer Plattsburg 
Freeport Jamestown Rockville Centre 


Those with annua] revenues below $250,000: 


Akron Greene Salamanca 
Andover Greenport Sherburne 
Arcade Groton Skaneateles 
Bath Hamilton Solvay 
Boonville Llion Spencerport 
Brocton Lake Placid Springville 
Endicott Little Valley Watkins Glen 
Fairport Mayville Wellsville 
Frankfort Mohawk Westfield 
Green Island Penn Yan 


Source: Federal Power Commission, Statistics of Publicly Owned Electric Utilities, 1950. 
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MUNICIPALLY OWNED ELECTRIC SYSTEMS IN NEw YORK GENERATING A SUBSTANTIAL 
PoRTION OF THEIR ENERGY REQUIREMENTS 


Those with annual revenues in excess of $250,000: 


Freeport Jamestown Rockville Centre 
Herkimer 


Those with annual revenues below $250,000: 
Bath Greenport Springville 
Boonville Penn Yan Wellsville 
Source: Federal Power Commission, Statistics of Publicly Owned Electric Utilities, 1950. 


The CHarrman. Thank you. 

Mr. Mirxier. Now, in addition to that—— 

The Cuarrman. Might I ask you another question ? 

Have you taken into consideration in your reference to TVA and 
the Northwestern the matter of taxes? 

Mr. Miter. Yes; I have. 

The CuarrMan. What comment do you have on that? 

Mr. Miter. The facts are, and the record will show, that even 
though these power companies in the State of New York pay over 
22 cents out of every dollar that they receive in taxes to the Federal, 
State, and local governments, nevertheless they sell power to indus- 
trial consumers at a lower cost than does the TVA, which pays no 
taxes at all. In other words, the rates—— 

The Cuarrman. Does TVA pay any local taxes? 

Mr. Mitter. It pays none. Under a formula in TVA, it pays a 
certain amount in lieu of taxes; but under our present tax structure 
and tax rates the amount which they pay in lieu of taxes is only about 
one-tenth that which they would pay were they subject to the same 
tax laws as the utility in the State of New York. 

The CHarrman. What is the situation in the Northwest project? 

Mr. Miter. The same situation. 

The CuarrMan. The same situation ? 

Mr. Miiuer. Exactly. 

In addition thereto, some reference has been made in the past 2 
or 3 days to the fact that these preference clauses should be enacted 
in order to give the preference to REA’s and municipalities should 
they so desire the preference because it serves as a yardstick for the 
settling of rates. 

You will remember, Senator, the discussion there has been about 
that in the last 2 or 3 days, and that if these REA’s and municipalities 
were able to buy and were entitled to a preference of some of this 
power, because of the very existence of those REA’s, they would be 
there to threaten the existing utilities with cheap power unless the 
utilities brought their rates down accordingly, and that the end 
result, according to Congressman Roosevelt’s testimony, would be 
cheaper rates throughout the State of New York. 

Now, as an illustration 

The CuarrMan. Isn’t it a matter of fact the rate depends on the 
ratemaking bodies of the various States? 

Mr. Miter. That is right; the Public Service Commission of the 
State of New York in our case. 

As an illustration of the tremendous value of this yardstick that 
Congressman Roosevelt was referring to and the advantage of having 
these municipalities entitled to a preference, I would like to point out 
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to you that the city of Jamestown, N. Y., which is only a few miles 
from this project, has a municipally owned and operated powerplant, 
and on January 3 of this year the New York State Public Service 

Commission handed down a decision which approved an overall rate 
increase of more than 18 percent to this municipally owned power- 
plant. 

This increase, the second highest ever granted to any ae in the 
State of New York, brings the rates char ved for power by the James- 
town system to a higher level than pr ivately owned tothe ame util- 
ities that pay a full share of local, State, and Federal taxes. 

The public service commission, in handing down its decision in the 
Jamestown case, just this year, said this: 

All the benefits which flow from either partial or complete tax exemptions 
have been dissipated and the residents from Jamestown must pay higher rates 
in all classifications than neighboring customers of a private-owned utility which 
bears its allotted share of the burden of supporting Government. 

In other words, 5 miles from Jamestown the utilities are payin 22 
cents out of every revenue dollar in taxes and they still are selling 
power more cheaply than is the municipally owned operation in the 
city of Jamestown. 

I would like to point out particularly for the benefit of the distin- 
guished Senator from Tennessee, whom I had the pleasure of serving 
with in the House in the last term, that I am not and never have been 
opposed to public intervention in power projects where they are neces- 

sary for the economy of the area or where, for any number of reasons, 
private utilities cannot or will not undertake the roject. I have 
never voted against appropriations for the TVA. However, I would 
like to point out 

Senator Gore. Mr. Chairman, I would like the record to note 
applause here. 

Mr. Miiier. However, I would like to point out that in this case, 
in the Niagara River, in New York State, there is absolutely no gov- 
ernmental function involved. There is no question here of irrigation, 
of navigation, of reclamation, of sanitation or of flood control. It is 
purely and simply a naked question of electric power. 

There is no construction of the dam involved here. All that is 
involved here is the extension of facilities already there and facilities 
which have been there for over 50 years. 

The private utilities— 

The Cuarrman. What do you mean, “the extension of facilities” ¢ 

What is there now? 

Mr. Miter. The facilities are now generating over 400,000 kilo- 
watts of hydropower in the Niagara River, and have been doing so 
for over 50 years. 

They take the water out of one place in the river and put it right 
back, undiminished and unchanged, down the river only a short 
distance. 

The rates which they charge are regulated by the Public Service 
Commission of the State of New York. 

They pay a license fee to the State of New York for the privilege of 
using this water. They have their intakes, their turbines, and so on 
and so forth there, and they have been there, as I say, for 50 years. 

All this thing amounts to, when it is all said and done, is simply 
permitting them to extend their facilities that are already there. 
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Senator Gore. You mean to take more water? 

Mr. Miuier. To take more water pursuant to the provision which 
was incorporated in the treaty ratified by the Senate in 1950. 

Up to this time, up to the ratification of the treaty with Canada 
in 1950 by the Senate, of course, there was no authority for diversion 
of additional water for hydropurposes. 

Senator Gorn. Can I ask a question ? 

The Cuamman. Yes. 

Senator Gore. Are the plans for diversion presented by each of 
these programs and projects similar with the water being diverted 
at the same place ? 

Mr. Miter. They are not only similar, Senator; I would say they 
are identical, and I ‘would also like to point out to_ "you at this time it 
was the private utilities 20 years ago that recognized the great need 
in the Niagara frontier for additional hydropower, and the yrivate 
utility, the Niagara-Mohawk Power Co., which is located at lagara 
Falls at the present time submitted to the Federal Power Commis- 
sion over 20 years ago a plan, an engineering plan, for this additional 
diversion, and in all the 20 years since, when that plan has been 
examined by the Corps of Engineers and has had the study of the 
Bureau of Power of the Federal Power C ommission; the Bureau of 
Power, Federal Power Commission, now recommends and approves 
in every particular and in every detail the exact plan which was 
submitted by the utilities 20 years ago, and it is the same plan the 
New York State Power Authority favors and so does the Federal 
Power Commission, so that no matter who develops this project— 
in other words, whether it is developed by the Federal Government 
or by the State of New York or by the private utilities—engineering- 
wise it would be the identical program and, of course, would have to 
be approved by the Federal Power Commission, anyway. 

Senator Gore. Your difference with the plan ‘of Governor Dew ey, 
then, comes to the basic question of whether it should be public devel- 
opment or private development ? 

Mr. Miter. That is the only difference. 

Senator Gorr. How do you stand as between the plans, or if you 
take a position as between the plans, of Governor Dewey, on the one 
hand, and that of Senator Dis and Congressman oat on 
the other ¢ 

Mr. Mituer. Well, Senator, as far as I am concerned, they are both 
pretty hideous; but if I had to choose, and I hope I never do, I would, 
of course, take the lesser of two evils, and I would take the Dewey 
plan. However, the only real difference, of course, between the Dewey 
plan and the Lehman-Roosevelt plan is the question of the scdedinn 
clause. 

Now, on that point, before you came in, Senator, I pointed out 
that we are a little different in New York than in many sections of 
the country, and actually we are talking about an infinitesimally 
small amount of power when you talk about preference. We have 
over 15 million people in the State of New York. As far as rural 
electrification is concerned, I think down in Tennessee, Senator, now 
you are about 88 percent rurally electrified; we are 98 percent:in New 
York right now, and less than 2 percent of ‘all the power consumed in 
the State of New York is consumed by REA and municipally owned 
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powerplants. The REA’s have 4,600 customers out of 15 million peo- 
ple, and they use only one-tenth of 1 percent of all the power con- 
sumed in the State of New York. 

The CuHarrman. What number of customers could they have, Con- 
gressman, if everybody was served ¢ 

Mr. Miutier. I just don’t understand your ae Senator. 

The Cuamman. What I am getting at is this: You say there are 
4,600 customers ¢ 

Mr. Miter. Yes. 

The Cuamman. In the REA? 

Mr. Mitzer. Yes; out of 15 million people. All the rest of them 
are served by private utility. 

The CuatrmMan. There are none left, then, that couldn’t be served ? 

Mr. Miuier. We are 98 percent electrified, and the other 2 percent, 
I don’t care what kind of project you had, probably it would be just 
impossible to serve them. 

But on this question of preference let me just 

The CHarrman. Congressman, how do the other States compare ? 

I am amazed at it being 98 percent. 

How do the other States compare? Do you have any information 
on that? 

Mr. Mimzer. I don’t have any information as to the comparison 
with other States, except for the comparison which I gave to the 
Senator from Tennessee, as far as Tennessee is concerned. I don’t 
know the situation in other States, but I do know, as far as New York 
is concerned, there is no question of the rural people and the farmers 
not getting electricity and there is no question of necessity in our 
State for any preference as to them because of the fact that they are 
all being served adequately and well; and, as a matter of fact, I think 
this might be a good time to point out to this committee that the 
New York State Farm Grange organization, which is composed of 
farmers in all of the 60 counties in the State of New York, have gone 
on record in favor of the private-enterprise bill, and your files and 
records will so indicate. 

But on this preference matter—— 

The Cuarrman. Might I ask another question, or would you care—— 

Senator Gore. Go right ahead. 

The Cuarrman. I didn’t want to interfere with your questioning. 

Senator Gore. Go right ahead. I had only one other question, and 
I will come to it. 

The Cuarrman. What is the comparative cost out in the rural areas 
compared to the municipal areas ? 

Do you have any information on that? 

Mr. Mirier. Yes; I do, Senator. 

I would like to point out the rate in the rural areas in the State of 
New York is far less than the national average, and this might also 
be a good point or a good time, since you asked that question, to point 
out that when Governor Dewey was here, if you remember, he testified 
that his own electric-light bill was so startling] high that 

The Cnarrman. That is why I am bringing this up. 

Mr. Mittrr. He pointed out his electric bill was 5.6 cents per kilo- 
watt-hour, you will remember, and his bills were over a hundred 
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dollars a month, and that was a lot of money for a milk farmer, and 
so forth and so on. 


That testimony impelled me to make inquiry as to the exact situa- 
tion. 

The CuHarrman. That is why I am asking this question. I recall 
that very well. 

Mr. Mitier. Now, I have received a certified statement which I 
shall be glad to introduce in the record that indicates, and this is 
verified and under oath by the company which serves Governor Dewey 
in the State of New York, that for the 12 months ending June 15, 
1953, the average bill on the Governor's farm was 2.346 cents instead 
of 5.6, as Governor Dewey has testified it was, while in his home on 
the farm it was 2.675. 

It will interest the committee to know that the national average 
farm rate is substantially higher, some 3 cents per kilowatt-hour, and 
the national average residential and farm rate combined is also higher, 
some 2.75 cents per kilowatt-hour. 

Senator Gore. Do you have any information as to the amount of 
the bill? 

Mr. Mixtier. Yes. That is also in the verified statement which I 
have submitted. I have forgotten the exact figure, but it was some- 
where around $30 

In effect, therefore, I think you can see Governor Dewey seeks a 
tax subsidy from the farmers and residents of other States who are 
worse off than he is as far as his electric bill is concerned. 

Senator Gore. I would hope he gives more meticulous care to the 
affairs of State than he does his own personal affairs. 

The Cuatrman. Off the record. 

(Off the record.) 

Mr. Mirier. But on this question Senator Gore brought up a point 
of the difference between the Dewey plan and the Roosevelt plan, and 
that amounts only, of course, to the preference. 

The Cuairman. Congressman, before you leave that very interest- 
ing information, do you have any information as to the difference in 
price in the rural areas as compared to the municipal areas? 

Mr. Mitier. Well, only to the extent, Senator, that in New York, 
you see, as I pointed out, this hydro pr ‘oject is only about one- -tenth 
of the installed ca yacity. It depends a lot, of course, on whether 
they are steam or hydro companies, and 75 percent are steam com- 
panies, but throughout the rural areas of the State of New York the 
rural rate is far, far below the national average in all rural sections 
of our entire State, and, as a matter of fact, on this question of the 
difference between the Roosevelt-Lehman plan and the Dewey plan, 
which only amounts to the question of preference, I might remind 
the committee just recently, as the committee well knows, the Federal 
Power Commission granted to the State of New York and to the 
power authority the right to develop the hydro power in the St. Law- 
rence River, and during the course of that hearing the question of 
oreference came up and as to whether or not in the license granted 
y the Federal Power Commission there should be a provision for a 
preference of that power to rural electrical organizations and to 
municipal plants, and here is what the presiding examiner of the 
Mederal Power Commission found on May 12, 1953, relative to the 
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St. Lawrence project, which the State power authority had made 
application to develop, and I quote: 

Tn cases where Congress has seen fit to require a public power preference in the 
sale of electric energy from Government-constructed projects, there may have 
been a lack of adequate privately owned distribution facilities in the general area 
to be served. There is no evidence of any such lack of adequate distribution 
facilities within the radius of 300 miles from the proposed generating facilities 
of the power authority, which radius was found in the 1949 decision to deter- 
mine the area to which electric energy may be efficiently transmitted from project 
No. 2,000, which is the St. Lawrence. 

The so-called public power preference clause tends to encourage construction 
of distribution facilities by municipalities and cooperatives and concurrently may 
have some tendency to encourage construction of such facilities by privately 
owned utilities. 

Where cooperatives are permitted to construct distribution facilities in com- 
petition with existing facilities of utility companies, the result may tend to 
decrease the market value of such existing privately owned facilities. 

Therefore, in the absence of proof of specific need, and in the instant case, 
for imposition of the power preference clause as a condition of a license, such a 
clause appears to be both unnecessary and undesirable here. 

It is, therefore, found that the proposed public power preference clause would 
in the present case be contrary to the public interest. 

That. was the finding of the Power Commission in the St. Lawrence 
as far as the preference clause is concerned. 

Senator Gore. Can I ask one question ¢ 

The Cuarrman. Certainly. 

Senator Gore. Congressman, I know you have made a study of this 
matter. Knowing of your reputation in the House and the esteem in 
which you are held and the care which you give to matters particularly 
relating to your constituency, I would like to have your comment on the 
feasibility and the value, in your opinion, of the yardstick about which 
Congressman Roosevelt spoke to this committee. 

Mr. Mier. I feel, as far as the State of New York is concerned, it 
is absolutely unnecessary and academic. 

We have in the State of New York and have had now for many 
years a very competent a very forceful public service commission and a 
very intelligent body, I might say. They have been in charge and are 
now in charge of setting the rates in the State of New York, and they 
have done such an excellent job that instead of, as may be the inference, 
not understanding and constantly and continuously granting all ap- 
plications for rate increases, they have over the years decreased the 
rates charged by utilities in the State of New York to a point where 
the electric-light rates in the State of New York now in many cases are 
less, even though the cost of living has gone up and the value of the 
dollar has gone down, in many instances, than they were 20 years ago. 

The people of my State I think are as intelligent as are the people 
of any other State. They cannot be easily duped or influenced by 
propaganda to a point of being in favor of something which was 
against their best interests. 

The people of the State of New York are overwhelmingly in favor 
of the development by private eras 

They have been served well in New York State for years by the 
Ste ae system. They are satisfied with the cost-of-return 
rates which the public service commission has, regardless of political 
affiliation, for years Se imposed upon them. As I say 
our rates all down through the line are lower than the national 
average. 
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The industrial rate in the Niagara frontier is lower than the rate 
in the city of Memphis, Tenn., although the utilities pay 22 cents out 
of every dollar they receive in taxes; but they are elticiently owned, 
efficiently operated, and conscientiously regulated in the public inter- 
est and, as a consequence, the New York State American Federation 
of Labor, the farm granges, the boards of supervisors representing the 
county governments of every county of the 62 counties in the State of 
New York, every civic body, every group that has taken any action 
in the State of New York in regard to this project is in favor of 
private enterprise. 

In the State of New York 184 publications, newspapers, magazines, 
and so forth, have commented editorially upon this bill. A hundred 
and eighty are in favor of it; four opposed. 

When this bill came up before the House of Representatives, Sen- 
ator, and I think you know that generally — Congressmen are 
just as anxious to be reelected as anybody else and they try to reflect 
the opinions of the people they represent, 26 of the 27 Republican 
Members in the House of Representatives voted in favor of the pri- 
vate-enterprise bill and 6 of the 14 Democrats in the State of New 
York voted for the private-enterprise bill. 


Senator Gore. C 


Jongressman, you say you imagine Congressmen 
want to be reelected as badly as anybody else. I thought that was 
true, but since coming over here I think it may be a little heavier on 
this side. 

You have told us why you think this yardstick is unnecessary, but 
you haven’t indicated why you said it would be academic. 

Mr. Mitier. Because of the fact it wouldn’t seem to me if the yard- 
stick were, as you pointed out, and also as Congressman Roosevelt 
pointed out in his testimony—theoretically the purpose of this yard- 
stick is the hanging over the head of the utilities the idea that here 
are in existence municipalities and REA’s public bodies, that, given 
a preference, can go into the generation or the electric and light power 
business and compete with the utility, that they can do it at such-and- 
such a figure, and that, therefore, unless the utilities bring down their 
figure to meet that threat of competition they may be driven out of 
business because of the competition of the municipally owned opera- 
tions. 

I say it is academic because of the fact that in New York the public 
service commission has done such an excellent job and only allows a 
fair cost of return basis, that the rates now are where they belong 
and no municipally owned operation could do it any better. 

Senator Gore. Rather than 

Mr. Mitier. I just pointed out—pardon me—before the Senator 
came in, as an illustration of this yardstick operation, we have a 
municipally owned powerplant in the city of Jamestown, N. Y., which 
is about 15 or 20 miles from the city of Buffalo, and in the Niagara 
frontier area, and only 3 or 4 miles from areas served by the utilities, 
and the city of Jamestown just last year made an application for an 
18-percent increase in rates; and when the Public Service Commission 
of the State of New York granted it, it said because of the inefficiency 
of the municipally owned operation all of the savings, which nor- 
mally would accrue to the taxpayers as a result of the fact the munici- 
pally owned operation pays no taxes, have been dissipated and the 
rates charged by the city of Jamestown are higher, even though they 
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pay no taxes, than are the rates charges by the utilities only 4 miles 
away that pay the revenue taxes. 

Senator Gore. But according to the statement of the commission 
it is an efficient system / 

Mr. Miter. That was the finding. 

Senator Gore. Congressman, instead of the yardstick being a threat 
of competition, which you described as the theoretical purpose of the 
yardstick, I have regarded it more as a measurement of inefficient cost 
of generation, transmission and distribution, as a measurement of 
a fair value of electricity. 

Our experience in the southeastern part of the United States with 
the yardstick has been quite good. i 

There is no urge for TVA to expand and go across the Mississippi 
River. 

We have a hard enough time, as you know, keeping sufficient genera- 
tion to serve the area of the valley itself. 

I know of no one who wants to see the TVA cross the Mississippi 
River. I have never heard anyone except some people in Arkansas 
who want the electricity. I have heard of no one in the Valley, no one 
in official position in the TVA, ever suggest the TVA ought to extend 
across the Mississippi River. 

So the threat of taking over, the threat of competition with the 
Arkansas Power & Light is not exactly there; but there is, neverthe- 
less, a very salutary effect of the yardstick of the TVA on the Arkan- 
sas Power & Light. 

I think that can be said also of the other power companies on the 
periphery of the TVA service area. 


So our mo alps in the southeastern part of the country has been 


salutary rather than a threat, as I understand it. 

Do you think that might possibly be the beneficial effect of a yard- 
stick in the State of New York? 

Mr. Miter. No; because I see no necessity of it in the State of 
New York. In other words, we have right across the river in Canada 
the Canadian system which, as you know, is Government owned. It 
is run by the Ontario Hydroelectric Commission and even though 
they are Government subsidized, and even though they pay no taxes, 
the difference in rates is less than the amount of the taxes which the 
utilities pay; and, as a matter of fact, the Niagara Mohawk serves 
about 75,000 customers, I believe, in the Province of Ontario, and 
they pay taxes, and, yet, their rates are identical with the rates served 
by the Ontario Hydroelectric. 

Now, as a matter of fact, one of the commissioners from the Cana- 
dian operation—and many people bring this up and say, “Here you 
have negotiated a treaty with Canada, and across the river they are 
doing it by Government project. What is the argument in having 
the same pattern followed on the American side?” 

One of the commissioners of the Ontario Hydroelectric Commis- 
sion was in Niagara Falls, in New York, during the course of debate 
on this issue and said in his opinion in Canada they had no private 
utility with the engineering ability or the financial ability to under- 
take the huge project; but he couldn’t understand what we were 
arguing about on the American side because we did have a private 
utility that has been there over 50 yess and has been doing an 
excellent job, which is well known to the Canadian authorities, them- 





NIAGARA FALLS POWER DEVELOPMENT 


selves, because, as I say, the utility serves Canada also, and he could 
see no reason why we could not authorize the utility to proceed on the 
American side. 

Senator Gore. As you were saying a few moments ago, the people 
of the State of New York are overwhelmingly in favor of private 
development. 

Mr. Miuier. That is true. 

Senator Gore. I wondered how in the case this fall—you have two 
candidates for Governor both favoring public development—the peo- 
ple of New York will express their will, or maybe they will stay out 
of the Governor’s race and just vote for their Congressmen. 

Mr. Mitier. They won’t have any choice as far as Governor is 
concerned, but I don’t think 

Senator Gore. Maybe that would be the event in which you said 
you hope such a choice would not have to be made, that you must 
choose between the Roosevelt plan or the Dewey plan. 

Mr. Miter. Iam very hopeful, Senator, that the Senate will assume 
the prerogative and the initiative to pass this private-enterprise bill 
this session of Congress. 

Senator Gore. That is all, Mr. Chairman. 

Mr. Mire. This bill has already passed the House of Representa- 
tives 262 to 120. 

Now, the treaty with Canada was ratified in August of 1950, per- 
mitting this additional diversion for hydro purposes. According to 
the terms of the treaty, if the United States was not able and ready 
to take its share of the diversion when Canada was ready, then it 
provided that Canada could use it all until the United States was 
ready to take over its share of the line. 

Canada immediately started after the ratification of the treaty, so 
that this year, at the end of this year, in 1954, they will start using 
part of this additional flow, a flow of hydropower which belongs 
to the United States under the treaty, but which we can’t use because 
we haven’t yet made up our mind in the United States as to how to 
proceed, and we have been debating this thing for 3 years. 

Now, there isn’t any question of the fact it would be a great stimulus 
for business itself should this bill become law this year. 

I could point out to you that, just as an illustration, the project will 
require a hundred thousand tons of steel, 29 million board-feet of 
lumber, 3,500,000 barrels of cement, and a hundred million dollars’ 
worth of generating equipment. 

It is further estimated that in excess of one-half of the projects total 
cost of $400 million will be expended directly and indirectly for labor. 

It is further estimated that 5,000 people will be employed directly 
in the construction of the project for a period of 6 years and 3,000 
people re in the same period in the manufacturing and proc- 
essing of the necessary equipment and materials. 

The fact that we have done nothing I think is an American tragedy 
as far as this project is concerned. 

I would just like to say: 

Senator Busu. May I interrupt you there / 

Mr. Miuxer. Yes, Senator. 

Senator Busn. Mr. Chairman. 

The Cuarrman. Senator Bush. 
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Senator Busu. In the event the Senate doesn’t pass this bill, you 
will be at an impasse then ? 

Mr. Miter. That is right. There will be no power at all. 

Senator Busn. So, you will be deprived of all the benefits of this 
great project ? 

Mr. Mitxer. That is true. 

Senator Busu. And the benefits accruing under the $200 million 
paid for wages, and so forth? 

Mr. Mriurer. That is true. 

Senator Busn. And the other $200 million, approximately, for the 
equipment that goes in there. 

Mr. Mitirr. That is right. 

Senator Busn. In other words, all that will go by the board ? 

Mr. Miter. That is right. 

Senator Busu. Because the House simply won’t take the public- 
power bill ? 

Mr. Miter. In other words, I might say this, Senator: Senator 
Case has introduced a bill providing for sending this thing right 
back to the Federal Power Commission, knowing the procedure it 
would have followed had there been no reservation in the treaty, in 
the ratification of the treaty, which provided that no further action 
should be taken on the American side until further act of Congress. 

I would like to point out to this committee a point which I think 
was somewhat enthuses during Governor Dewey's testimony. 


Governor Dewey seemed to refer time after time after time to the 
fact that the public development of the Niagara River was a law of 
the State of New York for 20 years and had been strengthened time 


after time after time. 

Do you remember that testimony ? 

Now, the fact of the matter is, had there been no reservation in 
the treaty, as ratified by the Senate in 1950, there is only one agency 
in America that could have proceeded to apply for a license from the 
Federal Power Commission, and that was the private utilities, because 
under the Federal Power Act there is no authority vested in the Fed- 
eral Government to make application for a license to go into the power 
business. That would have to be by act of Congress. 

In 1950, when this treaty was ratified, the State of New York could 
not make application for a license because its law didn’t permit it to 
do so. 

The Power Authority Act of the State of New York was passed 
in 1931, and it related only to the St. Lawrence River, and inten- 
tionally excluded the Niagara River because of the fact that the au- 
thority of the act was set up to place the State of New York in a 
bargain position where it could compete with the Federal Govern- 
ment for the right to develop the waters of the St. Lawrence, which 
was then and always had been considered to be a multiple-purpose 
proposition, and in which no utility could possibly be interested, and 
even now, under the license granted to the State of New York, for 
the development of this hydropower in the St. Lawrence, there is a 
hundred million dollars allocated for navigation. 

You couldn’t have any utility in that operation in the St. Lawrence, 
but in the Niagara River the utilities had been developing the hydro- 
power from the very beginning, 50. years ago, and always had been 
thought by the people of the State of New York to be doing a good 





NIAGARA FALLS POWER DEVELOPMENT 195 


job and the people were satisfied with the operation and the regulation 
by the public service commission. 

So, the law didn’t include Niagara River at all; but when the treaty 
was ratified by the Senate in August of 1950 Senator Lehman and 
Congressman Roosevelt immediately introduced a bill providing for 
the Federal development of that project in the Niagara River, and it 
was because of the threat of the Federal Government going into the 
Niagara River that the legislature of the State of New York amended 
in March of 1951, only March of 1951, the Power Authority Act of 
the State of New York to include, for the first time, the Niagara River, 
and only so that it might be a defense against the intrusion by the 
Federal Government into the Niagara River, and never dreamed, it was 
never thought when passed by the legislature of the State of New 
York, that the day would ever come when that law, as amended, would 
be used to defeat private enterprise. 

Senator Gorge. Do you think Governor Dewey was aware of these 
facts you cite? 

Mr. Mitier. I don’t know whether he was aware of them then, but 
I know he is aware of them now because here is an issue of the Buffalo 
Courier-Express just 5 days ago, Wednesday, March 10—the news- 
paper made a survey of all of the area legislators, senators, and assem- 
blymen—and here is a headline: “Area Solons Dislike Dewey Power 
Plan.” 

As a matter of fact, the senator and the assemblyman from my dis- 
trict wired Governor Dewey and said they voted to amend the Power 
Authority Act to include the Niagara River only because they thought 
it would would be a defense against the then impending threat of 


the Federal Government going into the Niagara River; but as of 
today they are for private rc and hope and pray that the 


Congress of the United States will authorize the immediate construc- 
tion of this power project by private enterprise. 

Senator Gore. One other question, and then I shall desist: Upon 
what basis did you describe the Lehman-Roosevelt plan as the lesser 
of two evils in comparison—— 

Mr. Mrrier. If I said that, I was in error. I would say it was the 
greater of two evils. 

Senator Gorr. Why did you say it was the greater ? 

You did restate it. You stated if you must choose between the 2, 
you would take the Dewey plan as the lesser of the 2 evils. 

Mr. Muiter. That is right. ; 

Senator Gorr. Why would you say that one is a greater and one is a 
lesser evil? 

Is not the real difference—— 

Mr. Mixxer. The preference clause. 

Senator Gorn (continuing). The yardstick? 

Mr. Mriuer. And I believe the preference clause—— 

Senator Gore. Do you think the yardstick would be evil? 

Mr. Miter. Yes; I do, in the State of New York because, you see, 
the great difficulty, Senator, we get into in this whole proposition is 
this: Once you get a government agency, whether it be a State agency 
or the Federal Government, itself, into the power business, then, of 
course, the people of the State are always at the mercy of those who 
are in control of the State government at any given time, because once 
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you get a government into the power business then all you need to do 
is amend the law, the State law, from time to time and change it from 
time to time to provide any number of things that you want, which is 
a dangerous thing and, of course, which can’t happen if government 
never in the first place gets into it. 

Now, for instance, in our case in New York we have Senator 
Lehman and Congressman Roosevelt who, in the original instance, 
were in favor of having the Federal Government build this project. 
They have always maintained, and I would 

Senator Gore. I might say, Congressman, they testified here and 
they proposed that the Corps of Engineers do the actual construc- 
tion, but that the ownership, the operation of the project shall be by 
the State power authority. 

I do not know the details of the bill, but I think the record should 
indicate there might be some difference of emphasis in your testimony 
and theirs in that respect. 

Mr. Miter. I am perfectly willing to say that is what their bill 
»srovided, but what I say is this: The bill also provided that after 
it was built by the Federal Government it should be then turned 
over to the State of New York upon payment to the Federal Govern- 
ment of all the costs involved to date, but only if the State of New York 
agreed to certain things, only if the State of New York agreed to have 
this preference situation and to build certain transmission lines, if the 
Federal Government insisted they build them, in addition to the exist- 
ing transmission lines, and then the bill went on to provide that if they 
couldn’t agree the Federal Government should then operate it and 
the Secretary of the Interior should market the power. 

Now, since that bill has been introduced or since it was introduced, 
they have now changed the bill and have now introduced a new bill 
providing for the construction by the State of New York, but insist- 
ing still upon this preference clause; and I say the preference clause 
actually is discrimination instead of preference because it discrim- 
inates against the 97 percent of the people who are already now served 
by the utility. 

Nevertheless, the fact remains that under their bill they state that 
now they are willing to have the State build it because by the time the 
construction is to be commenced the State will have had experience 
in the St. Lawrence River. 

I can’t see the logic to that thinking, frankly, because we don’t know 
what the experience of the State will be in the St. Lawrence River. 

sepgetng the State does a horrible job in the St. Lawrence River ; 
supposing the record will show that the State was very inefficient in 
its construction in the St. Lawrence. Then upon what basis could 
you say now they should have the Niagara because they did such a 
horrible job in the St. Lawrence? 

Senator Gore. You might take the other extreme, Congressman. 
They might do an exceptionally fine job. 

Mr. Miter. That might be very true. 

Senator Gorr. I think what they propose was, as a result of the 
experience in the St. Lawrence development, an engineering staff 
would have been assembled and from that experience they would 
have developed a know-how and a working relationship which might 
qualify them to do this job. 
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Mr. Mixer. I hope and pray that prophecy is true, but I might say, 
Senator, to you: What comparison is that to the recorded achievement 
of private enterprise in the State of New York for over 50 years, the 
engineering know-how based on the experience of developing hydro- 
power in the Niagara River for 50 years, solving the de-icing problems, 
and all the other problems, and building the largest hydroelectric 
installation in all the world ¢ 

What comparison is there as to what the State power authority, 
which has been a paper agency since it started, right to today, and 
has never had any experience generating, distributing, or anything 
else, transmitting in the electric and light power field—what could they 
possibly accumulate by way of knowledge in the next year or two 
which would compare to the great fund of lee and the efficiency 
of the private utilities which are there now and have been for years? 

Senator Gore. Your statement in that respect would lay with equal 
emphasis against both the Dewey plan and the Roosevelt-Lehman 

lan? 

, Mr. Mixer. There is no question about it, and I wish to have the 
record show I am making that statement equally as emphatic against 
both plans. 

Senator Gore. That is all. 

Senator Busu. Mr. Chairman. 

The Cuatrman. Senator Bush. 

Senator Busu. I would like to ask Congressman Miller whether he, 
himself, has prepared any figures of the effect upon taxes, local, State, 
and Federal taxes, of public ownership of the Niagara project versus 
private ownership. 

Have you introduced in the record previously any figures that show 
the effect upon taxation of all those levels if public ownership took 
place rather than private ownership ? 

Mr. Miter. I introduced all of those, Senator, in my original state- 
ment which I made before the joint committee, of which the dis- 
tinguished Senator from Connecticut was the chairman of the sub- 
committee which held joint hearings with the House. 

I would say at the present time these five utilities that I am now 
referring to in the State of New York paid about $170 million a year 
in Federal, State, and local taxes. 

The city of Niagara Falls receives one-third of all of its revenues 
from the utility company in the city of Niagara Falls. 

If the utilities were permitted to develop this additional project 
at Niagara, they would pay an additional $23 million a year in Federal, 
State, and local taxes. 

In addition to that, they would pay an additional $214 million 
to the State of New York as a license fee for the privilege of taking 
the water out of one point in the river and putting it back in a little 
further down the stream. 

The Cuarrman. A license fee? 

Mr. Miter. Yes, sir. 

The Cuarrman. That isn’t counted in the $23 million? 

Mr. Miter. No; it isnot, Senator. Those are taxes, 

The Cuarrman. That is a form of tax. 
so Mitier. That is simply a license fee paid in the State of New 

ork. 
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Senator Gore. What is the difference between a license fee and a 
tax? 

Mr. Mitter. The only difference—— 

Senator Gorr. It seems to be the same thing. 

Mr. Mixer. In substance, it is. 

As a matter of fact, the State of New York only recently, within 
the past 4 or 5 years, I believe, enacted the necessary enabling legisla- 
tion to permit the State of New York to charge a license fee to the 
utilities taking water out of the Niagara River. 

In substance, it is a tax, except that it is not reported by the utilities 
as a regular portion of their income tax because the income tax is a 
separate tax, broken down and paid by the utilities on a Federal, State, 
and local basis; but the license fee is paid to the State of New York 
in addition to the regular taxes. 

The Cuatrman. But wouldn’t that license fee be deducted as an 
expense ? 

Mr. Miuier. Yes. 

The CHatrman. Just as their taxes? 

Mr. Miter. Just the same as the taxes. 

As a breakdown on the figure which Senator Bush is inquiring 
about, on this $400 million project, this new project now, under private 
ownership, the local taxes that the municipal governments and county 
governments would receive annually would be about $914 million. 
The State of New York would receive about $4,300,000 in State taxes, 
and the Federal taxes would be about $9,250,000. 

Now, also, if you added to that figure the tax which people would 
pay upon the income from their bonds or on the share of profit from 
the operation, you could add another $1,200,000; and under private 
ownership there would be paid into the Federal, State, and local 
governments every year about $24 million in taxes, and with respect 
to the Federal Government it would be $1014 million. 

Now, as you can see, assuming a life of 70 years for the project, 
and continuation of existing tax rates, the United States Government 
would collect over $730 million during that period, or about 180 
percent of the cost of the original project—and they do all this and 
they operate with such efficiency in the State of New York that the 
rates are still far below the national average in the United States. 

As a matter of fact, here is an ad which appeared in the Buffalo 
paper March 15 in favor of private enterprise. This ad was not 
inspired by, prompted by, or sought by the utilities. The sponsors 
of this ad are: 

Bell Aircraft Corp. 

The Carborundum Co. 

General Abrasive Co., Inc. 

Great Lakes Carbon Corp. 

Hooker Electrochemical Co. 
International Graphite & Electrode Division 
International Minerals & Chemical Corp. 
International Paper Co. 
Kimberly-Clark Corp. 

Mathieson Chemical Corp. 

Niagara Alkali Co. 

Stauffer Chemical Co. 





NIAGARA FALLS POWER DEVELOPMENT 199 


Those 12 industries employ probably about 90 percent of all the 
people employed in the industrial Niagara frontier. They are the 
greatest consumers of this electric power. 

Now, certainly if they felt they could get cheaper power and thus 
compete better with their competitors throughout the Nation by a 
Federal or State operation, they would be for it; but they know the 
efficiency of the private operation in this area and they are the largest 
customers, and some of these chemical operations—90 percent of their 
operating costs are for power and, yet, they are for private enterprise 
because they know what a stoppage would do for 1 day, as far as they 
are concerned, and they know even with the utilities paying the taxes 
they pay that the rates are favorable as compared to the rates all over 
the United States, and they want the private utilities to continue to 
serve them. 

The Cuairman. Do you want that advertisement in the record 

Mr. Miter. Yes; I would like to have this in the record. 

The Cuarrman. Without objection, it will be put in the record. 

Mr. Muuer. Thank you, Senator. 

(The advertisement referred to is as follows:) 


[Buffalo Courier-Express, March 15, 1954} 
AN ImMporRTANT MESSAGE TO EVERYONE IN THE NIAGARA AREA 


Congress will soon decide whether additional waters of the Niagara River 
will be developed for power purposes by private enterprise or by the New York 
State Power Authority. 

The development of Niagara power by private enterprise will further the 
welfare and prosperity of all of us. 

Some of us have been in business at Niagara Falls since the first transmission 
of electric power in 1896: All of us have prospered under the free-enterprise 
system which has helped Niagara Falls become one of the most important 
industrial communities in the world. The area’s phenomenal growth is due 
mainly to the continuous availability of large blocks of electric power brought 
to us for more than 50 years by private power companies. Industry last year 
consumed 95 percent of the electric power used in the entire area, an indication 
of how dependent everyone’s welfare and living standards are on efficient, 
reliable power. 


WHAT AFFECTS US AFFECTS THE AREA 


Industry at Niagara gives employment to over 34,000 people, with annual 
payrolls in excess of $100 million. The economic well-being of our whole 
community—the merchant, doctor, dentist, real-estate agent, plumber, barber, 
in fact every resident—and particularly that of our employees and their families, 
is dependent upon these payrolls. Industry pays one-third of. the local taxes 
needed for schools, police and fire protection, and other municipal services. 
Niagara Mohawk Power Corp. pays approximately another third. 

If the Government should undertake the Niagara redevelopment project, 
thé experience of other electric utilities in certain areas where public power 
developments have occurred, indicates a probability that the present facilities 
of Niagara Mohawk at Niagara would also be taken over by a publie agency. 
The acquisition of those facilities by a tax-exempt public authority would cast 
upon industry a substantial portion of the third of the local taxes now paid 
by Niagara Mohawk. It is doubtful whether many industries of this area 
could bear that burden and remain competitive with industries in other States. 
The burden then would fall on individual taxpayers. 


NIAGARA AREA ENJOYS LOW RATES 


Niagara Mohawk, by its efficient and economical use of the waters of the 
Niagara River and by its interconnected system, furnishes power throughout 
western New York at one of the lowest average consumer costs of privately 
developed power in the United States—and under rates regulated by the Public 
Service Commission of New York. 
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NO ADVANTAGE IN GOVERNMENT DEVELOPMENT 


If there were any advantage in having the Government, either Federal or 
State, take over the development, every user of electricity would be for it, 
especially since the prosperity of our entire community is so dependent on 
electric power. But there is no reason for tax-free public development. Con- 
siderations of navigation, reclamation, flood control or irrigation which have 
prompted the creation of other public agencies are not present. There is abso- 
lutely no connection between the Niagara and the St. Lawrence power projects. 
The Niagara River and the St. Lawrence River are 250 miles apart. Neither 
is the cost of the Niagara project so great that private enterprise is unwilling 
or unable to undertake it. 


FIVE NEW YORK STATE POWER COMPANIES ARE READY AND ABLE TO DO THE JOB 
BETTER, CHEAPER 


The five companies—Central Hudson Gas & Electric Corp., Consolidated Edi- 
son Co. of New York, Inc., New York State Electric & Gas Corp., Niagara Mohawk 
Power Corp., and Rochester Gas & Electric Corp.—who stand ready, willing and 
are able to redevelop the Niagara through private enterprise are experienced 
power suppliers. Their transmission and distribution facilities are intercon- 
nected, and together they serve approximately 90 percent of New York State’s 
jland area and population. One of the five companies has been in operation on 
the Niagara River for 50 years, and for 30 years has had plans ready for Niagara 
redevelopment when permited by legislation to do so. These five companies can 
do the job more efficiently and in less time than any other organization, public 
or private, and can provide needed additional power for industrial growth and 
greater employment in this area * * * at no cost to the taxpayer. 


PUBLIC DEVELOPMENT WOULD AFFECT ALL OUR POCKETBOOKS 


This is a $400 million job, and the money for it has to come from some place. 
The Government has no money of its own. If private enterprise is allowed to do 
the job, the financial responsibility will not rest upon the taxpayers and the 
Government’s tax revenue will be increased, roundly, by $23 million yearly. 
This is in addition to the $180 million the 5 companies now pay annually. 


HERE’S WHAT WE HAVE DONE 


We have sent a memorandum to public officials and to the Public Works Com- 
mittee of the United States Senate urging them to support the Capehart-Martin- 
Miller-Dondero bill, which provides for development by private enterprise. 


WHAT YOU CAN DO 


If you agree with us, we urge you to voice your opinion by writing the Senate 
Public Works Committee, Senate Office Building, Washington 25, D. C., express- 
ing your support of the Capehart-Martin-Miller-Dondero bill, S. 689, H. R. 2289. 
That bill passed the House by a vote of 262 to 120. New York State’s Congress- 
men endorsed it 32 to 9. To become a law it must pass the Senate at its present 
session. 

Your letter will help bring additional low-cost, dependable power to this area 
quicker, more efficiently and cheaper than can be done by any public authority 
and at a big saving in taxes to all of us, business and private citizens alike. 

Bell Aircraft Corp. 

The Carborundum Co. 

General Abrasive Co., Inc. 

Great Lakes Carbon Corp. 

Hooker Electrochemical Co. 
International Graphite & Electrode Division. 
International Minerals & Chemical Corp. 
International Paper Co. 

Kimberly-Clark Corp. 

Mathieson Chemical Corp. 

Niagara Alkali Co. 

Stauffer Chemical Co. 
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Senator Busn. If eiyher one of these private projects goes forth, 
presumably the entire amount of the project would be financed by 
bond offerings? 

Mr. Mixier. That is true. 

Senator Busu. They would bear tax free—— 

Mr. Mittier. I don’t say the entire amount, Senator. The five 
companies probably have, as far as their undivided profits and 
surpluses they have on hand 

enator Busn. No; I say if either public project—— 

Mr. Miter. Oh, yes. 

Senator Busu. If either public project went through—— 

Mr. Mitter. Yes. 

Senator Busu (continuing). The entire proceeds—the cost of it 
would be provided by bond offerings. 

Mr. Miiirr. That is right. 

Senator Busn. In the neighborhood of $400 million. 

Mr. Mixer. Revenue bonds. 

Senator Busu. Revenue bonds. 

Mr. Miuier. That is right. 

Senator Busnu. Have you any idea what rate of interest such bonds 
might bear, assuming they were offered at the present time? They 
vary from time to time, of course. 

r. Mitter. They vary from time to time and, of course, the credit 
of the State of New York is not behind these bonds. 

Senator Busu. No. So it would be a special-revenue bond. 

Mr. Miter. That is right, and there is no past recorded history 
of the State of New York being in the power business or in any kind 
of a venture like this; and, as a consequence, what the bonds might 
bear, what interest they might bear, would be conjectural. The power 
authority people contend 

Senator Busu. If they borrow at 214 percent, it would be approxi- 
mately $10 million a year, would it not? 

Mr. Murr. That is right. 

Senator Busu. And if they borrowed at 3 percent, it would be $12 
million a year? 

Mr. Mixer. That is right. 

Senator Busu. Somewhere in that range of coupon? 

Mr. Miter. That is right, all of which would be tax free. 

Senator Busu. All of which would be tax free. 

The CuarrmMan. Tax free. 

Mr. Miter. That is right. 

Senator Busu. So that, in effect, all of those bonds would be sold 
tax free to investors in the country, and people in different places in 
the country can buy those bonds, and, by xotenl those tax-free bonds, 
they, therefore, escape Federal income taxes? 

Mr. Mirier. That is right. 

Senator Busu. So, in effect, the large investors who need to buy 
tax-free bonds would be subsidized ? 

Mr. Mitter. That is right. 

Senator Busu. By this proposition? 

Mr. Muer. That is right. 

Senator Busu. And, further, while the local interests and the 
Federal Government itself, through being deprived of the taxes on 
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income from the dividends, and so forth, which this project would 
pay, the Federal Government is being hurt twice by this proposition ! 

Mr. Mixxer. That is right. 

Senator Busu. Once by the tax-free process in allowing people to 
escape the taxes that should be paid in connection with the income 
if the public power do it, and also by the loss of dividends, the taxa- 
tion on dividends, which would take place if the private people do it? 

Mr. Mitter. That is right. 

Senator Bus. Thus, the Federal Government would be very 
greatly deprived by this preferential treatment to the State of New 
York if either one of the public power bills pass; is that not so? 

Mr. Mitier. What it amounts to, Senator, is this: Out of all the elec- 
trical “ona in America, only about 20 percent of it is hydropower. 
The other 80 percent is steam power, and out of the 20 percent, which 
is hydropower, only 10 percent of it is Government subsidized, so that 
here you would have a situation where all the people in the United 
States would be subsidizing hydropower in the State of New York, 
where the Governor of the State in his report just last week said it was 
the most progressive State in all America and that it was progressing 
more rapidly than any other State as far as industrial expansion was 
concerned, and so forth. 

Senator Busu. That is the point I wanted the Congressman to 
make—that the whole country joins in the subsidy to the State of 
New York if Governor Dewey’s bill goes through. 

Mr. Mrtxer. That is right. 

Senator Busu. Which it can’t possibly do, I don’t believe. 

Senator Gore. What kind of fellow is this Governor Dewey ? 

Senator Busn. Those are the questions I wanted to ask. 

Mr. Miter. I would like to make just this point before Senator 
Capehart testifies, and that is: I now have my good friend and dis- 
tinguished Senator from South Dakota present, and he has introduced 
a bill providing for turning this matter back to the Federal Power 
Commission. 

I would just like to make this comment upon that proposition: 
When this treaty was ratified by the Senate, in August of 1950, I would 
have been all in favor of having the Senate act just exactly as the 
distinguished Senator now requests in his bill because, regardless of 
the confusion of the testimony which has been taken in this;matter, 
and I refer specifically to a question which Senator Case asked 
Governor Dewey on page 38 of the record, when Governor Dewey testi- 
fied, and Senator Case said : 

T have answered some of my correspondence in relation to this bill by stating 
that in 1931 the State of New York enacted a law saying that the Niagara shall 
always remain inalienable to and ownership, possession, and control thereof 


shall always be vested in the people of the State of New York. 
Has there been any modification of that law by the State of New York? 


Governor Dewey answered : 

No, sir. It has been strengthened only. 

Now, the fact of the matter is that when the Senate ratified this 
treaty in 1950 there was only one agency in America that could develop 
this power in the Niagara River, and that was the private utility 
because, under the Federal Power Act, the Federal Government itself 
has no authority to make application to the Federal Power Commission 
for a license to develop power, and under the law of the State of New 
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York in 1950 it could not make application because the law specifically 
excluded the Niagara River and, as the law was passed in 1931, it 
related only to the St. Lawrence River, and said so; and, as a matter 
of fact, the former chairman of the power authority, Mr. Burton, in 
testifying before the Senate Public Works Committee in 1950, in 
answer to questions, said : 

Yes; we’ve got to go back to New York and amend our law in order to be 
authorized to proceed in the Niagara River. 

It was intentionally left out of the Power Authority Act because the 
St. Lawrence was a multiple-purpose proposition. 

The State of New York wanted to get itself in a bargain position, so 
it could compete with the Federal Government for the right to de- 
velop the heRronbyrer in the St. Lawrence River, it being a multiple- 
purpose proposition, and no utility could be interested or could become 
feasibly interested in the proposition. 

However, as far as the Niagara River was concerned, the utility 
had been there for 50 years. They had been doing a good job, and it 
was never the intent of anybody in New York that ever should they 
be divested or disenfranchised as far as the Niagara River was con- 
cerned by any State statute, but it was only after this reservation in 
the treaty, when Congressman Roosevelt and Senator Lehman intro- 
duced their bill providing for a Federal development in the Niagara, 
that then in March of 1951, when the legislature convened in Albany, 
the legislature amended the State Power Authority Act to include 
the Niagara River for the first time, and all of the legislators of New 
York then and have now gone on record as saying they voted to amend 
the Power Authority Act of the State of New York to include the 
Niagara River only as a defense to the then program of President 
Truman and Secretary of Interior Oscar Chapman to set. up power 
pools all over and include in the Niagara project, Federal construc- 
tion; but it was never the intent to defeat the private-enterprise bill, 
if such could ever survive in the atmosphere of Washington. 

Now, what has happened since, when the reservation was put in 
the treaty, when the Power Authority Act was amended? 

We have. been down here now for 3 whole years fighting this propo- 
sition. 

The private-enterprise bill has passed the House of Representatives 
262 to 120. 

Now, if we turn the clock back 3 whole years and send it back 
to the Federal Power Commission for protracted hearings, for only 
a determination of a decision of economic policy, which it seems to 
me should properly be decided by this Congress of the United States, 
because there is no governmental function involved here, and if the 
State of New York goes into the power business in the State of New 
York, it will be the first time in the history of this country that any 
State of the 48 ever went into a pure electric light and power project. 

Senator Casz. Would you exclude the Arizona Power Authority ? 

Mr. Miter. As a pure and simple power project, with no govern- 
mental function involved? 

I remember when the Governor of my State testified here—he was 
referring to the Markham Ferry project, you will remember—Gov- 
ernor Kerr’s in Oklahoma—and, of course, in stating the bill intro- 

48161—54——14 
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duced by Senator Kerr was a precedent for this New York State bill— 
of course, they are not comparable at all. The Markham Ferry was 
built by WPA funds. It was fundamentally a flood-control propo- 
sition, and here we have in New York State a purely and simply naked 
question of electric power and the utilities are there and doing this job 
now, and this would only amount to an extension of their facilities. 

Senator Case. Obviously, I don’t know the situation in all the States 
of the Union. I mean I wouldn’t pretend to say I did. I do know 
there is an Arizona Power Authority which operates, as far as I know, 
wholly in the power field. 

Mr. Miter. It was my understanding there was a multiple-purpose 
aspect to it, Senator, although I may be mistaken; but here we have 
simply a question—certainly there can be no question involved here 
of States rights because the Constitution specifically provides that 
the Congress of the United States shall determine matters in the navi- 
gable waters of the United States. 

Now, if any 

Senator Casr. Congressman Miller, you said had the New York 
Power Authority Act included or embraced the Niagara originally 
you would have been in favor of letting the matter be handled by the 

ederal Power Commission. 

Mr. Mitier. No. I think the Senator misunderstood me. 

Senator Case. At the time the treaty 

Mr. Mitier. What I said was—— 

Senator Case. At the time the treaty was adopted ? 

Mr. Mixer. Yes. At the time the treaty was adopted I would have 
been in favor of having the Federal Power Commission determine it 
because at that time the Federal Power Commission could do nothing 
but give it to the utility, and properly so, because the State of New 
York was not authorized to make application for a license to develop 
hydro power in the Niagara River when the treaty was ratified by 
the Senate of the United States. 

Senator Case. But now that the New York law has been amended 
so that the State of New York could be an applicant you would not 
favor letting the Federal Power Commission apply the general law? 

Mr. Mitter. No; I would not, because of the fact that we now have 
a situation wherein the law of the State of New York was amended as 
a defense to the Federal proposition and now, unfortunately, after 
we have carried on this long fight and are now able to manifest to 
the committee by just tons and tons of editorials and resolutions by 
the American Federation of Labor in the State of New York, by the 
boards of supervisors of every county in the State of New York, by 
the farm granges in every single county in the State of New York, 
by the vote of 26 of the 27 Republican members from New York in the 
house and 6 of the 14 Democrats in the State of New York, the people 
themselves are overwhelmingly in favor of the development by private 
enterprise of this project and we would like to have the Congress de- 
cide it and decide it now. 

Senator Casr. Mr. Chairman, I have heard weighty evidence be- 
fore, but seldom have I seen it presented in terms of tons. 

Mr. Miter. I think your committee staff will report to you they 
are being deluged day by day by thousands of letters from people of 
the State of New York, all of which I think will bear me out on the 
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point that the people of the State of New York want this developed 
by private enterprise. 

We have a fine regulatory body in the State of New York public 
service commission, so that even though these companies pay 22 cents 
out of every dollar they receive in taxes the rates are still far below 
the national average. 

Senator Casz. Do you think Congressman Miller, this evidence to 
which you refer is more conclusive than the statement of the Governor 
or of representatives of the cg) authority ? 

Mr. Mixer. I certainly think it is. I don’t think there is any ques- 
tion about the fact. 

I pointed out just before the Senator came in—here is an article in 
the Buffalo Courier-Express of Wednesday, March 10, just 5 days 
ago, in which the newspaper canvassed all the area members of the 
State legislature, the New York State senators and assemblymen, and 
they are all unanimously opposed to the Dewey plan and in favor of 
private enterprise. 

You see, the proposition, Senator, is so keen and acute here that, 
under the terms of the treaty, of course, Canada can use this power 
if we don’t use it. They have proceeded immediately on the Canadian 
side, and they are about ready now to use the American share of the 
water. 

Senator Cass. How are they developing it? 

Mr. Miter. They are developing it by the Ontario Hydroelectric, 
which is a Government operation, and t psined out also one of the 
commissioners of the Ontario Hydroelectric, in speaking in Niagara 


Falls, said the reason they did it by Government operation in Canada 

was because they had no private utility or utilities with the engineer- 

ing ability and with the financial ability to undertake such a huge 

project. So, they had to do it by Government; but they could not 

understand what was wrong with us on the American side since we 

had the utility with such proven Srenrey and ability of over 50 
1e 


years in the Niagara River, and with all the engineering know-how 
and the financing ability to proceed with the development. 

Senator Cass. But the Province of Ontario is developing it? 

Mr. Murr. That is right. 

Senator Case. On the Canadian side? 

Mr. Miturr. That is right. 

Here, you see, we have been debating this thing now for 3 years 
and we have the bill passed by the House, and if the Senate would 
pass the same bill as was passed by the House, application for a 
license could be made and dirt could be spitting in Niagara Falls in 
30 days, and the impact on our economy would be most beneficial, 
with the tons of concrete, lumber, labor, and so forth which would be 
absorbed in that project. 

Senator Case. Mr. Chairman, I regret very much—saying an apol- 
ogy to Congressman Miller—I should have liked very much to have 
heard his entire testimony. I have just come from another commit- 
tee, which started at 9:30 this morning. I am now due over at the 
District Committee, which is having an executive meeting on some 
nominations, and, much as I regret it, I must attend that meeting. I 
assure the Congressman I will read his entire statement in the tran- 
seript very carefully. 
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The CHatrman. Off the record. 

(Off the record.) 

Mr. Mititer. Senator Bush, may I at this time submit my statement 
for the record ¢ 

Senator Busu (presiding). The Congressman’s statement will be 
made a part of the record. 

(The statement submitted by Mr. Miller is as follows :) 


STATEMENT OF REPRESENTATIVE WILLIAM E. MILLER (REPUBLICAN, 40TH DISTRICT, 
New YorkK) 


As the original sponsor in the House of Representatives of the bill for the 
development of additional power at Niagara Falls by private enterprise and 
as the Representative of the area in which the project will be located, I am 
very grateful for this opportunity to be heard in behalf of my bill and my 
constituents. 

Private enterprise has been developing the available hydroelectric power po- 
tential at Niagara Falls since 1895. Private enterprise now operates five power- 
plants there and for many years has owned all of the lands and rights-of-way 
necessary for the proposed additional development which would utilize the addi- 
tional water made available by the 1950 treaty with Canada. The private com- 
panies require no further action under State law to proceed with the project. 
The proposed development involves only the construction of an additional 
powerplant and related facilities substantially alongside those already there. 
The additional development utilizes the plans of the private companies which 
have been on file with the Federal Power Commission for over 30 years. The 
existing steam-generating capacity of the private companies will be required 
to firm up the output of the additional development. No dam, multipurpose 
or otherwise, or any other structure in the river is involved. There are no con- 
siderations whatever of navigation, flood control, irrigation, reclamation, or any 
other hitherto recognized function of government. The proposed project is a pure 
power project which private enterprise is ready, willing, and able to finance 
and construct with great expedition. Private enterprise requires only Federal 
acquiescence in its use of the water. 

In view of the above facts, sponsors of a State-owned development seek to 
justify their position—first, by extending to the Niagara project the State’s 
political history with respect to the St. Lawrence power project and then by 
asserting in effect the superiority of the will of only the incumbent State ad- 
ministration over that of the Congress. 

Although private enterprise has operated its existing plants at Niagara over 
a period of almost 60 years without seizure by the Federal Government, Governor 
Dewey predicts with certainty that the Federal Government would take the 
sixth plant away from private enterprise immediately following its construction. 
The Governor has told this committee that we would then have a “really big so- 
cialist enterprise.” : 

Governor Dewey’s prediction is supported neither by the experience of private 
enterprise at this very power site nor by any other facts. He also ignores serious 
legal considerations. There is no constitutional authority for the Federal Gov- 
ernment to go into the electric power business when it is not an incident of any 
function delegated to the United States, such as navigation, flood control, or 
reclamation, none of which are here involved. Every Government project built 
to date has been a clear multiple-purpose project, with power generations a 
byproduct of otherwise necessary dam construction. When the TVA legislation 
was before the Supreme Court, the Government was represented by Solicitor 
General Stanley Reed, now Mr. Justice Reed, who said in his argument: 

“If we determine that this act, while stating that it is for navigation, national 
defense, or flood control, is actually for the purpose of developing power and 
selling it commercially, the use would be invalid.” 

In its opinion, the Supreme Court said: 

“And the Government rightly conceded at the bar, in substance, that it was 
without constitutional authority to acquire or dispose of such energy except as 
it comes inte being in the operation of works constructed in the exercise of 
some power delegated to the United States” (Ashwander vy. T. V..A. (297 U. 8. 
466, 480). 

Moreover, the Federal Power Act, which would apply to any license issued pur- 
suant to the Capehart-Martin-Miller bill, makes express provision for the acqui- 
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sition of license1 projects by the Federal Government. Section 14 gives the 
United States the right to take over a licensed project at the expiration of the 
50-year license period. Section 16 affords the United States the right to tem- 
porary possession and control of licensed projects for military purposes when, 
in the opinion of the President, the safety of the United States requires it. Of 
course, any exercise of the Federal Government’s condemnation powers must also 
be for a constitutionally delegated purpose, which the generation and sale of 
electric power is not. 

Insofar aS Governor Dewey is concerned with the protection of private en- 
terprise, it should be emphasized that the dangers are far greater in the event 
of State development. While Governor Dewey maintains that the State would 
not build duplicating transmission lines, the power authority law of the State 
authorizes their construction subject, in effect, only to the desires of the incum- 
bent State administration. Therefore, the exposure of private enterprise to the 
risk of destructive competition from a State development would not only be 
more serious but much more realistic than Governor Dewey’s baseless prediction 
of Federal seizure. 

In his testimony Governor Dewey rested substantially his entire case upon the 
asserted proposition that since hydroelectric power projects elsewhere in the 
country pay no Federal, State, or local taxes, it is unfair to discriminate against 
the State of New York. Thus when Governor Dewey was questioned as to the 
economic soundness of his tax-avoidance plan he replied : 

“If all of the waterpower in America paid Federal, State, or local taxes, I 
would not have a leg to stand on. But all the developed waterpower in America 
pays no Federal taxes, no State taxes, and no local taxes. * * * Why should my 
people be singled out of all of the 48 States to pay the only taxes there are on 
water power—the people’s water power?” 

I am sure that since testifying Governor Dewey has learned of the established 
fact that one-half of the water power in America is developed by private enter- 
prise; and that only the other half, developed by Government, pays no Federal, 
State, or local taxes. Accordingly Governor Dewey has at best half a leg to 
stand on. ~ 

As a matter of fact, however, public power sponsors have no precedent any- 
where in the country for their proposal at Niagara. A vital consideration in the 
publie-policy question before the Congress is the fact that every Government 
power project thus far constructed has been a multiple-purpose project with 
power generation an incidence and a byproduct. Every tax-exempt hydroelectric 
project operating in this country was motivated and justified by considerations 
of navigation, flood control, reclamation, irrigation, sanitation, or water supply. 
In each case the fulfillment of these functions of government required the con- 
struction of a multipurpose dam. None of these considerations are present at 
Niagara, and no dam will be constructed. Moreover, by their very nature, these 
multiple-purpose projects designed to bring physical or economic relief to need 
areas could not be undertaken by private enterprise. And so in each instance 
government has entered only incidentally the business of generating electric 
power by means of the waters which were, in any event, to be store up. 

It has not been and cannot be disputed by Governor Dewey that only the gen- 
eration of electric power is involved at Niagara. He can point to no such single- 
purpose precedent in all of the tax-free water power in America. Even the 
power aspect of the St. Lawrence project, proposed, as you know, to be con- 
structed jointly with the Canadian Government must include in its construction 
$100 million of navigation facilities. 

For these reasons a Government development here would constitute a wholly 
unwarranted encroachment by Government into the private enterprise field. 

Governor Dewey relied heavily upon the Markham Ferry project in Oklahoma 
as a precedent. He did not explain, however, that the project comprises a 
multiple-purpose dam and power house as an addition to an existing State- 
owned multiple-purpose development on the same river. Contrast Niagura where 
we have no dam and solely an electric power addition to an existing privately 
owned power development. In support of the bill which would authorize Federal 
financing of the flood control aspects at Markham Ferry, it was demonstrated 
before this committee that the privately owned utilities were not and could not 
be interested in this combined flood control and water power project, especially 
since the existing and the new project were primarily flood-control projects. It 
was shown that the load factor of the power development would be less than 25 
percent, so that it was entirely uneconomical for private enterprise to undertake 
to develop the power phase alone, particularly in an area of the country where 
fuel costs are low for steam plants operating at very high load factors. 
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The State authority in Oklahoma (Grand River Dam Authority) was created, 
as the record before the Public Works Committee shows, for the purpose of 
storing and controlling the water of the river in question for any useful purpose 
ineluding reclamation and irrigation as well as power development. The au- 
thority’s initial construction was commenced in 1937 with WPA funds. In con- 
trast, at Niagara Falls, not the State, but private enterprise with private capital, 
pioneering 60 years ago, constructed and operates the existing power develop- 
ment. Now that the 1950 treaty makes it possible, private enterprise is: ready, 
able, and willing to complete that development. For these reasons, the Markham 
Ferry project affords no precedent whatever to justify a Government development 
at Niagara. 

Governor Dewey also relies for support upon Herbert Hoover and the Hoover 
Dam. But the Hoover Dam, like all the others, was a multiple-purpose project 
which could only have been constructed by Government, and Herbert Hoover has 
said recently : 

“The Congress should cease to make appropriations for more steam plants or 
hydroelectric plants solely for power. If they are justified, private enterprise 
will build them and pay taxes on them.” 

I think it is obvious that Governor Dewey's testimony indicates a misappre- 
hension of the true nature of hydroelectric development up to now. At Niagara, 
public power sponsors would have the Government do nothing which its citizens 
are not now doing and cannot continue to do for themselves. The people of the 
State of New York neither require nor desire tax-subsidized electric power. In 
his testimony Governor Dewey conceded that in the State of New York— 

“* * * we have adequate transmission lines to every corner of the State and 
every spot in the State. We are almost completely electrified rurally.” 

You will recall that in the TVA area, when TVA was first authorized, only 3 
percent of the farms were electrified and today the percentage there is still 
substantially less (88 percent) than it is in the State of New York (98 percent). 

Again, Governor Dewey himself has stated in a recent press interview: 

“TVA was based on the concept of providing electricity to underdeveloped 
areas. New York is not an underdeveloped area. We have a full network of 
electric systems ; one of the best in the Nation.” 

New York is the leading manufacturing State. It is the Nation’s second largest 
dairying State. Few people realize that industry located on the Niagara frontier 
alone consumes more power than is sold in the heavily industrialized cities of 
Cleveland or Detroit. The average use of electricity by residents and farm 
customers in upstate New York within economic transmission distance of the 
project is above the national average and the rates are below the national 
average. 

As to commercial and industrial customers, few people are aware that TVA’s 
average rate (7.4 mills—9.8 mills in the city of Memphis) is now higher than 
comparable rates of the tax-paying electric company in western New York (6.7 
mills). In the cities of Niagara Falls, Canada, (9.4 mills) and Toronto, Canada 
(10.5 mills), where the electricity is also tax-free, the commercial and industrial 
rates are also higher. 

It is interesting to note that, according to the 1952 report of the Federal Power 
Commission, residential consumers in the TVA-served cities of Knoxville and 
Memphis paid $5 for 250 kilowatt-hours, while residential consumers in the cities 
of Buffalo and Niagara Falls, N. Y., served by investor-owned electric companies 
whose taxes equal 22% percent of its revenues, paid $5.02. Of the 16 cities in 
the country having a population of at least 50,000 whose residential rates are 
lower than those in Buffalo and Niagara Falls, 13 are served by tax-exempt public 
power agencies. 

Governor Dewey's testimony as to his own electric bills was so startling as to 
impel me to make inquiry of the electric company serving his home and farm. 
Governor Dewey stated that his electric bill averages 5.6 cents per kilowatt-hour. 
I have received a certified statement evidencing the fact that for the 12 months 
ending June 15, 1953, the average bill on the Governor's farm was 2.346 cents 
per kilowatt-hour, while in his home it was 2.675 cents. It will interest the 
committee to know that the national average farm rate is substantially higher— 
some 3 cents per kilowatt-hour; and the national average residential and farm 
rate combined is also higher—some 2.75 cents per kilowatt-hour. In effect, 
therefore, Governor Dewey seeks a tax subsidy from the farmers and other 
residents of other States who are worse off than he, insofar as their electric 
bills are concerned. 

It seems to me the statistical facts clearly demonstrate the greater efficiency 
of private enterprise as against Government in business and explains why the 
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people of the srea in which this project is to be located are satisfied with the 
electric service they are receiving, the rates they are paying, and their willingness 
to have included in those rates their fair share of their Federal, State, and 
local tax burdens. 

Governor Dewey sought to make much of an asserted need for integration of 
the facilities of the private electric companies in the project area. Even if it 
is assumed that those facilities are not adequately integrated, the Governor 
does not explain how the State-owned power-generating plant would help to 
gain that objective without the construction of integrated State-owned trans- 
mission lines. But Governor Dewey and Mr. Burton, chairman of the power 
authority, have spoken of integration as though it were a new concept in the 
electric industry. Indeed, Mr. Burton has stated, and I quote “ * * * integra- 
tion is a relatively new development in the power industry and involves the 
operation of variously owned power facilities as though they were one system.” 
Perhaps integration is a new concept to the Governor and to Mr. Burton, but it 
is by no means a new development in the electric power industry or in New York. 
While I, like the Governor and Mr. Burton, am not technically an expert in these 
matters, they have impelled me to make full inquiry into the question of inte- 
gration and I find that as early as 1926 the electric companies in New York 
State had completed a transmission line linking the Buffalo-Niagara area across 
the State to the Hudson River. By 1931 an interconnection had been effected 
with Consolidated Edison Co., in New York City. In addition, as many members 
of Congress know, integration is a standard imposed by the Public Utility Hold- 
ing Company Act which was enacted in 1935, and has been enforced by the 
Securities and Exchange Commission since 1988. Most of the companies in 
New York State were at one time or another subject to the provisions of the 
act. In 1949 the Securities and Exchange Commission, in proceedings with 
respect to the Niagara Mohawk Power Corp. system, serving western and up- 
state made the following findings: 

“The consolidation of the principal operating companies will place within 
a single corporate entity the integrated properties of the system, thereby retain- 
ing the benefits of present economies of operation and rate reductions and in- 
dicating future benefits in those regards. These properties have been con- 
structed and operated on a statewide basis since 1930. There is common load 
supervision and an operating committee which forecasts loads, prepares over- 
all schedules and gives general directions for the dispatch of energy for the 
most economic overall operation. Construction requirements are formulated 
on a system rather than an individual company basis.” 

Further, the Public Service Commission of the State of New York stated 
in a recent case granting a large rate increase to a municipally owned electric 
system : 

“The large privately owned utility systems are so integrated that surplus 
power in one section flows to points of peak demands in other sections. Dis- 
tribution over a wide area promotes flexibility in the operation of generating 
facilities. The resulting efficiency and economy of operations produce low cost 
power.” 

I am informed that during the war years (1942-45) when an acute shortage 
of fuel existed in New England due in large part to the difficulties of seaborne 
transportation, the utility companies in New York delivered to New England 
companies over their interconnected facilities in excess of 1 billion kilowatt- 
hours of electric power. 

The private electric companies in New York have recently completed and 
have under construction at the present time an aggregate capacity greater than 
the entire capacity of the proposed Niagara project. It seems to me that their 
past record of service, the efficiency of which I have not heard challenged by 
anyone, affords ample assurance that they can be relied upon to transmit and 
distribute this additional capacity just as they have handled the State’s con- 
stantly increasing capacity in recent years. 


Senator Busu. Senator Capehart. 


STATEMENT OF HON. HOMER E. CAPEHART, UNITED STATES 
SENATOR FROM THE STATE OF INDIANA 


Senator Carguart. Mr. Chairman, I have a copy of my statement, 
and I would like to ask that it be printed in total in the record, if that 
is permissible. 
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Senator Busu. Without objection, Senator Capehart’s statement 
will be printed in full in the record as submitted. 
(Senator Capehart’s prepared statement is as follows :) 


In his testimony on July 23, 1953, before the Senate Public Works Committee, 
Governor Dewey made several points in support of construction of the Niagara 
development by the State of New York and in opposition to construction by 
private enterprise as provided in the Capehart-Martin-Miller bill. A statement 
of Governor Dewey’s points is set forth below. 

Senator Lehman and Representative Roosevelt now also advocate State con- 
struction. In addition, in disagreement with Governor Dewey as well as with 
private enterprise, they urge the application to the development of the preference 
policy heretofore applied to the distribution of power generated at Federal multi- 
purpose projects. 

The pages which follow contain the replies to Governor Dewey's testimony, 
and demonstrate that each of the points is without sound basis and invalid. 

In one of his points Governor Dewey contended New York State’s political 
history requires that the State government construct and operate the additional 
development at Niagara. 

The memorandum which follows sets forth the facts demonstrating that 
this point, in support of State development, is based upon an invalid attempt 
to extend to the Niagara project the State’s political history with respect to the 
St. Lawrence power project. 

In connection with this point, Governor Dewey relies heavily upon the asserted 
views of the former Governors of New York, Theodore Roosevelt and Charles 
)vans Hughes. However, none of their statements relied upon contains any 
mention of the Niagara. 

Theodore Roosevelt, as President, signed the Burton Act, under which pri- 
vately owned companies received Federal licenses for existing developments 
at Niagara Falls. 

Theodore Roosevelt’s policy was clearly one of conservation whereby he 
urged : 

(1) the maximum development of both navigation and power ; 
(2) the payment of a license fee to the Government; and 
(3) a limitation upon the duration of the license. 

In these connections the State of New York now receives a substantial water- 
rental charge paid by the investor-owned company which constructed and oper- 
ates the existing five plants at Niagara Falls; and private enterprise will pay 
to the State of New York a substantially greater rental charge if it is authorized 
to make the additional development. 

Theodore Roosevelt’s other points with respect to the necessity for compre- 
hensive development and a limitation upon the period of the license are incorpo- 
rated in the Federal Power Act. 

These provisions of the act, as well as all others, would apply to any license 
issued to private enterprise pursuant to the public policy which the Congress 
would express in the Capehart-Martin-Miller bill. 

Nothing said by Governor Hughes, who served as Governor from 1907 through 
1910, could have possibly referred to hydroelectric power development at. Niagara, 
for at this time the Niagara potential was fully developed by private enterprise 
insofar as it was then possible under existing Federal law, President Theodore 
Roosevelt having already signed the Burton Act for the existing diversion. 

Indeed, it is most difficult to picture Governor Hughes as an opponent of pri- 
vate enterprise in the development of hydroelectric power. 

In 1907 he approved a law for private development of the St. Lawrence River. 
This law was repealed some 6 years later when the Democrats were in control 
of the State legislature. 

Moreover, in his many messages and statements as Governor, it cannot be 
disputed that all of his proposals were related to the construction of reservoirs 
for flood control and river regulation of the several smaller streams within 
the State forest preserve. 

Governor Hughes proposed that the waterpower resulting from these reservoir 
projects be leased as waterpower or for conversion into electric power so that 
the State could receive annual rentals to defray the cost of the regulating works. 
There are existing river regulating districts operating in this manner today in 
the State of New York. 

In any event, the views, even of avowed public-power sponsors, expressed 40 
or 50 years ago should not be conclusive upon the Congress in formulating public 
policy today. 
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We are confronted by vastly different facts and circumstances today. Forty 
or 50 years ago privately owned utility companies were subject to no regulation, 
or inadequate regulation. Moreover, we then had no staggering public debt, 
no unbalanced budget, no budget deficits and even no Federal income tax. 

All of these factors are vital considerations in our modern economy, and they 
should afford a ready rejection of Governor Dewey’s proposal to create in the 
State of New York, at the St. Lawrence and at Niagara, a total of almost $1 
billion worth of tax-exempt property. 

It should also be emphasized that the fundamental question of policy before 
the Congress is not a so-called States rights question which traditionally involves 
the rights of the States vis-a-vis the Federal Government. 

The public policy question before the Congress involves the extent to which 
we shall permit any government, Federal or State, to invade the pure electric- 
power field hitherto developed by private enterprise under our capitalistic free- 
enterprise system. Even Governor Dewey in his testimony conceded, as he 
must, that the determination of this question involving a development in a navi- 
gable river is the responsibility of the Congress of the United States. 

It seems to me that it would be an abrogation of that responsibility simply 
to concede that government should displace private enterprise because an incum- 
bent State administration desires to do so and regardless of the resulting impact 
upon our economic system. 

Private enterprise has been developing the available hydroelectric power 
potential at Niagara Falls since 1895. Private enterprise now operates five 
powerplants there and for many years has owned all of the lands and right- 
of-way necessary for the proposed additional development which would utilize 
the additional water made available by the 1950 treaty with Canada. 

The private companies require no further action under State law to proceed 
with the project. The proposed development involves only the construction of 
an additional powerplant and related facilities substantially alongside those 
already there. 

The additional development utilizes the plans of the private companies whieh 
have been on file with the Federal Power Commission over 30 years. The exist- 
ing steam-generating capacity of the private companies will be required to firm 
up the output of the additional development. No dam, multipurpose or other- 
wise, or any other structure in the river, is involved. 

There are no considerations whatever of navigation, flood control, irrigation, 
reclamation or any other hitherto recognized function of government. The 
proposed project is a pure power project which private enterprise is ready, 
willing and able to finance and construct with great expedition. 

Private enterprise requires only Federal acquiescence in its use of the water. 

In view of the above facts, sponsors of a State-owned development seek to 
justify their position: First, by extending to the Niagara project the State’s 
political history with respect to the St. Lawrence power project and then by 
asserting the superiority of the will of the incumbent State administration over 
that of a decision by the Congress. 

There is no valid basis whatever for extending to the Niagara project the 
State’s long political history, and its 20 years of controversy with the Federal 
Government, with respect to the multipurpose St. Lawrence project. The two 
projects, 250 miles apart and separated by the 9,000 square miles of Lake Ontario, 
bear no relationship whatever. 

Construction of the St. Lawrence power project must include $100 million of 
navigation facilities. Private enterprise has never sought to develop that project. 
At the same time the State of New York did not and could not attempt to develop 
the Niagara, since the scope of the enabling legislation of the Power Authority of 
the State of New York, created in 1931 (ch. 772, Laws of 1931, secs. 1000-1015), 
was expressly confined to the St. Lawrence River development. 

It has been conceded that for the next 20 years the power authority functioned 
as a promotional agency engaged in extended controversy with Federal authori- 
ties and agencies as to whether the Federal Government or the State of New 
York should construct the power aspect of the multipurpose St. Lawrence project. 

At the New York State Constitutional Convention of 1938, a constitutional 
amendment was proposed declaring all of the waterpower resources in the State 
tu be vested in the people of the State to be inalienable, and requiring that they 
be developed by a public agency. The proposal was debated at great length 
during which Alfred BE. Smith, at the conclusion of his argument in support 
thereof, stated: 

“T have fairly covered the situation and I have only this to say in conciusion: 
This is either the policy of the State or it is not. If it is the policy of the State, 
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after all the bickering and quarreling that has been had over it for the last 31 
years, then the right thing to do is to write it into the fundamental law, where 
it will be safe and sound and away from any further legislative bickering with 
it. If it is not the policy of the State, then we do not want to have anything to 
say about it and it should not even be in the statute law, not to speak of being in 
the constitution.” 

The proposal was decisively defeated by a substantial majority of delegates to 
the State constitutional convention who, of course, were elected by the people. 

The State law continued without relevant change until 1951, when the power 
authority’s enabling legislation was amended (ch. 146, L. 1951) in the following 
circumstances. 

On February 27, 1950, the United States and Canada signed the Niagara River 
treaty, making possible additional hydroelectric development on the Niagara 
River. In May 1950 Senator Lehman and Representative Roosevelt introduced a 
bill in the S8ist Congress, 2d session, providing for Federal construction of the 
Niagara project. In August 1950 the Senate ratified the treaty with the express 
reservation that the Congress should decide how and by whom the additional 
power shall be developed. 

In January 1951, immediately after the 82d Congress convened, Senator Leh- 
man and Representative Roosevelt reintroduced their bills providing for Federal 
construction of the development. 

In February 1951, with the power authority in deep frustration in its contro- 
versy with Federal authorities as to the St. Lawrence development, and con- 
fronted with the prospect of a Federal development at Niagara, Governor Dewey 
sent a special message to the legislature urging amendment of the power author- 
ity’s enabling legislation so as to extend its provisions to the Niagara project. 

In March 1951 the Capehart-Martin-Miller private-enterprise bill was intro- 
duced, and later that month the Power Authority Act was amended as requested 
by Governor Dewey. 

There was no controversy in the State legislature with respect to amending the 
Power Authority Act because it would strengthen opposition against a decision by 
Congress in favor of a Federal development. 

In his message to the legislature requesting the amendment, Governor Dewey 
stated that otherwise it would be “quite easy for the Federal power monopolists 
to seize control.” He then made no mention whatever or objection to the readi- 
ness of private enterprise to undertake the development. 

More recently, State legislators from the Niagara frontier district have pub- 
licly protested to Governor Dewey that— 

“The avowed purpose of that legislation and the Federal legislation which 
would have authorized the power authority to make the development was, we 
always understood, to defeat a Federal power development and not to exclude 
private enterprise, whose desire to make the further development when additional 
waters became available, had been a matter of public knowledge for many years. 
As the State senator and congressmen representing the Niagara frontier district, 
we would never have voted to extend the Power Authority Act to include the 
Niagara River, if we thought the day would ever come when it would be used to 
drive out of business the private enterprise which has pioneered in power develop- 
ment in the Niagara River for over 50 years. These views that we now express 
were publicly expressed at the time of the close of the 1951 legislature.” 

(The complete text of the statement is attached hereto as exhibit A.) 

Similarly, Congresman Cole of New York, who sponsored a bill for State devel- 
opment in the 82d Congress, but now supports development by private enterprise, 
testified before the Senate and House Public Works Committees on May 15, 1953: 

“The chairman of the New York State Power Authority at that time (1951) 
was a resident of my congressional district. He discussed the whole problem of 
Niagara power development with me, pointing out thethree avenues by which this 
might be accomplished—Federal sponsorship, State sponsorship, or private spon- 
sorship. 

“At that time the complexion of the Congress made it appear more or less likely 
that the Federal approach might be recommended by this committee, and even- 
tually adopted by the Congress, an approach to which I was strongly opposed. 
So, having those factors in mind, that the chairman of the State authority was 
a resident of my district and made the request of me, and having some substantial 
fears that the Congress might adopt the Federal approach, I sponsored the bill 
providing for the State authority sponsorship in the belief that as between the 
Federal development and the State development I strongly preferred the latter; 
although as between State development and private development, I again prefer 
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the latter, which is the private sponsorship. Therefore, in closing, I felt I should 
explain my position to the committee and strongly endorse now one of the bills 
which is before the committee, of those two bills before the committee, the 
Dondero-Miller measure.” 

Senator Ives, of New York, who cosponsored the State bill in the 82d Congress 
with Congressman Cole, also characterized it as “having served a useful purpose 
then, in that it helped to head off Federal development.” Senator Ives has reintro- 
duced the State bill in the present Congress “by request.” 

Notwithstanding the express provisions of the 1931 enabling legislation creat- 
ing the Power Authority of the State of New York, confining its functions to the 
St. Lawrence project, sponsors of a State development now assert that the St. 
Lawrence River watershed includes the Niagara River and, therefore, the law of 
New York has required State development of the St. Lawrence and Niagara ever 
since 19381. 

Thus, John E. Burton, chairman of the power authority, frequently quoting 
the provisions of the 1931 law, gratuitously inserts after the words “‘watershed 
of the St. Lawrence River” the parenthetical phrase “(which includes the Niagara 
River).” By doing so, however, Mr. Burton does violence to his previous testi- 
mony before the House Public Works Committee in the 2d session of the 81st 
Congress when he appeared in opposition to the Lehman-Roosevelt proposal for 
Federal development. 

Prior to the 1951 amendment to the power authority law, Mr. Burton testified, 
on August 16, 1950: 

“We will undertake to secure the extension of our act to encompass the 
Niagara River. * * *” (Hearings before Committee on Public Works, 81st 
Cong., 2d sess., on H. R. 8343, p. 69.) 

Further, in the same hearing, Mr. Burton submitted for the record a copy of 
the Power Authority Act of New York as it then read wherein he footnoted the 
words “St. Lawrence River” as follows: 

“The proposed amendment of the New York State law will broaden the powers 
and duties of the authority to encompass the St. Lawrence and the Niagara 
Rivers” (id. p. 71, 72). 

Finally, he testified as follows upon questioning by the chairman of the House 
Public Works Committee: 

“The CHAIRMAN, * * * Now in the third place, as I understood you, at present 
the New York Power Authority would have no authority to operate this Niagara 
project? 

“Mr. Burton. That is correct. 

“The CHAIRMAN. It would have to be obtained by legislative action of the 
State of New York? 

“Mr. Burton. That is correct.” (Id. p. 76.) 

The foregoing testimony by the chairman of the State power authority demon- 
strates the invalidity of belated attempts now to enlarge the scope of the 1931 
law so as to encompass the Niagara project. 

The foregoing factual history of State legislation repels any conclusion that 
the people of the State of New York have rejected the development of the 
Niagara project by private enterprise. 

The evidence before the Congress, and the vote on July 9 in the House, afford 
overwhelming evidence to the contrary. 

The files of the House and Senate Public Works Committees are literally 
swamped with expressions of support for the private enterprise bill from every 
category of consumer and taxpayer—from the New York State Federation of 
Labor ; utility-workers unions, both CIO and A. F. of L.; from farm groups and 
granges; from chambers of commerce; and from hundreds of business, civic, 
labor, farm, and other types of organization, all representative of the people of 
the State of New York. 

In short, the record before the Congress clearly contradicts any assertion that 
the people of the State of New York desire to launch their government into the 
electric power business. While 1 or 2 CIO locals have supported Federal develop- 
ment, it is not believed that the sponsors of State development can claim the 
support of a single civic, farm, or labor organization in the entire State of 
New York. 

If any further evidence of the desire of the people of the State are necessary, 
reference need only be had to the action of the House on July 9 when it passed 
the private-enterprise bill by a vote of 262 to 120. Twenty-six of the twenty- 
seven Republican members of the New York congressional delegation voted for 
the private-enterprise bill. 
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Of the 41 voting members from the New York delegation who were present, 
32 voted for the private-enterprise bill. 

Moreover, of the nine members of the New York delegation who voted against 
the private-enterprise bill, several would not support ‘the State bill. Indeed, 
upon a motion to substitute the State bill for the private-enterprise bill, as 
already pointed out, only 17 Members of the entire House voted for it. 

Further, existing hydroelectric development on the Niagara River is only 
half the story of hydroelectric development in New York State. 

Over the last 50 years, when there is supposed to have existed a policy 
requiring the State to go into the hydroelectric-power business, private enter 
prise constructed throughout upstate New York a total hydroelectric capacity 
of approximately 1 million kilowatts, equal to the entire dependable capacity 
of this new Niagara project, with the approval of State and local regulatory 
and other authorities and under license from the Federal Power Commission 
whenever and wherever required. 

Private enterprise has invested private capital to develop the power potential 
of some 25 or 30 rivers and streams in the State of New York. Thousands 
upon thousands of individual investors residing in every 1 of the 48 States 
have invested the funds required to construct almost 100 hydroelectric power- 
plants on these rivers and streams. 

Only last year an additional new hydroplant was completed and placed in 
service, under license from the Federal Power Commission. At the present 
time there are under actual construction, under license from the Federal Power 
Commission, 5 additional plants in northern New York, having an aggregate 
capacity of 100,000 kilowatts. 

The foregoing facts demonstrate that displacement of private enterprise by 
the State is entirely unjustified in the State of New York. 

In view of the claims of sponsors of the State plan, it should also be em- 
phasized that the will of the Congress, and not that of the State administration 
is controlling at Niagara. 

It is well established that navigable waters of the United States are subject 
to national planning and control in the broad regulation of commerce vested 
in the Federal Government, and there is no doubt that the United States pos- 
sesses the power to control the utilization of navigable waters, whether by 
a State or by private enterprise (U.S. v. Appalachian Electric Power Company, 
311 U. §S. 877). 

It is also clearly established that the exercise of Federal power in this 
and other aspects of commerce will not tolerate a dual system of control; 
and Federal commissions and courts are not restricted by State laws which heve 
been superseded by Federal statutes (First Iowa Hydroelectric Cooperative vy. 
Federal Power Commission, 328 U. 8.1521. See also Public Service Commission 
v. Securities and Exchange Commission, 166 F. (2d) 784). 

It would render Federal law subservient to State law to hold that the 
State can effectively legislate unto itself the exclusive right to a license. 
Moreover, there would follow the impossible result that the States and not 
the Federal Government would be in a position to decide in each instance 
the question of whether navigable rivers should be publicly or privately devel- 
oped; and the Federal Government, in the case of the Niagara River, would 
be placed in the position of authorizing public redevelopment or none at all. 

1. In Washington Department of Game v. FPC (CA 9th 1953-207 F. (2d) 391) 
the Court held that the Federal Government’s constitutional authority to con- 
trol the erection structures in navigable waters is superior to that of the State; 
and that State laws cannot prevent the Federal Commission from issuing a 
power project license or bar the licensee from acting under the license. 


ExnHisit A 
May 25, 1953. 
To Hon. Tuomas E. Dewey, 
Governor, State of New York, 
Executive Chambers, Albany, N. Y.: 

When the New York Power Authority Act was passed in 1931, it did not 
include the Niagara River. We voted to extend the act to include the Niagara 
River in 1951 only hecause, at that time, the Lehman-Roosevelt bill had been 
introduced into the Congress of the United States providing for the redevelop- 
ment of the Niagara River by the Federal Government and because the manifest 
intent of the then administration in Washington to nationalize the whole United 
States power industry made a bill for redevelopment by private enterprise at 
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that time difficult of passage. We therefore voted for the extension of the 
Power Authority Act only as a defense against Federal development and not 
as an offense against private enterprise. The avowed purpose of that legisla- 
tion and the Federal legislation which would have authorized the power au- 
thority to make the development was, we always understood, to defeat a Federal 
power development and not to exclude private enterprise, whose desire to make 
the further development when additional waters became available, had been 
a matter of public knowledge for many years. As the State senator and con- 
sressmen representing the Niagara frontier district, we would never have voted 
to extend the Power Authority Act to include the Niagara River, if we thought 
the day would ever come when it would be used to drive out of business the pri- 
vate enterprise which has pioneered in power development in the Niagara River 
for over 50 years. These views that we now express were publicly expressed 
at the time of the close of the 1951 legislature. We oppose either State or 
Federal redevelopment of the waters of the Niagara River so long as private 
enterprise is able and willing to continue the development under equitable 
diversion rentals and under proper regulation. 
Ear. W. Brypees, 
New York State Senator, 52d District. 
J. E. HOLiineer, 
Assemblyman, 1st Assembly District, Niagara County. 
ERNEST CURTO, 
Assemblyman, 2d Assembly District, Niagara County. 

Governor Dewey also made the point that the Niagara and St. Lawrence hydro- 
electric projects are “Siamese twins,” and since the State of New York is to 
have the one, it should also have the other. 

Of all the witnesses testifying in the exhaustive hearings on this legislation, 
Governor Dewey has been the only one undertaking to assert the existence of a 
relationship between the multiple-purpose St. Lawrence project and the Niagara 
project. 

Up to the point of his testimony, there never has been any dispute over the 
proposition that the two projects are entirely unrelated from either a physical, 
an engineering, or an operating point of view. 

The powerplants of the two projects will be some 250 miles apart. Between 
them lie the 9,000 square miles of Lake Ontario. 

The use of the water in the one development can have no possible effect 
whatever upon the availability of or use of water in the other. 

The Niagara project will divert water at a point on the Niagara River above 
the falls and return it undiminished to the Niagara River a short distance 
below long before the Niagara River enters Lake Ontario. 

If Governor Dewey can claim relationship between St. Lawrence and the 
Niagara projects, then he can claim relationship between the St. Lawrence 
and the 1 million kilowatts of hydroelectric capacity already existing in the 
State under the ownership and operation of private enterprise. 

It should be borne in mind that the Niagara project is not a new project. There 
are already five plants at Niagara operated by private enterprise. 

For many years private enterprise has owned all the lands and right-of-way 
necessary for the proposed project which involves the construction of a sixth 
plant substantially alongside the five already there. 

It is absurd logie which would claim a relationship between the St. Lawrence 
and Niagara projects and deny a relationship between the Niagara project and 
the five existing Niagara hydroelectric plants operated by private enterprise. 

Moreover, it must be remembered that the existing steam-generating facilities 
of private enterprise must be relied upon to firm up the project output; and 
Governor Dewey proposes to utilize the transmission facilities of private enter- 
prise to bring project power to load centers. 

There is no basis whatever for Governor Dewey’s asserted relationship between 
the St. Lawrence and Niagara projects. On the other hand, there is a clear 
relationship, geographical, physical, and operational, between the proposed proj- 
ect and the existing facilities of private enterprise. 

Another point made by Governor Dewey was to the effect that under the 
private-enterprise bill, Niagara power would be confined to the consumers of the 
five companies and denied to the consumers of the other States. 

In advancing this contention, Governor Dewey ignores completely the express 
provisions of section 4 of the Capehart-Martin-Miller bill which require appor- 
tionment of project power among States within economic transmission distance, 
subject to the jurisdiction of the Federal Power Commission. 
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Moreover, the investor-owned utilities in New York State are the only agencies 
owning and operating the physical facilities making such apportionment possible. 

Their facilities are interconnected at New York State lines with the distributing 
companies in New England, Pennsylvania, and New Jersey, and they interchange 
power today with the distributing companies in those States. 

For these reasons, under the private-enterprise bill the neighboring States are 
afforded realistic, as well as legal assurance of their ability to share equitably 
in the output of the project. 

At page 68 of the record of joint hearings, the spokesman for the five com- 
panies testified : 

“I want to make clear, too, that the participating companies are willing, pur- 
suant to the provisions of the proposed legislation, to enter into equitable arrange- 
ments for the apportionment of the project power among States within economic 
transmission distance. We believe such apportionment should be made subject 
to the jurisdiction of the Federal Power Commission as provided in the proposed 
legislation. Of course, our existing interconnections already afford the basis 
for working out such arrangements as may be deemed desirable and feasible.” 

Still another point made by Governor Dewey was the contention that if the 
Capehart-Martin-Miller bill is enacted, a future Federal administration would 
take the project away from private enterprise. 

Although private enterprise has operated its existing plants at Niagara over a 
period of almost 60 years without seizure by the Federal Government, Governor 
Dewey predicts with certainty that the Federal Government would take the 
sixth plant away from private enterprise immediately following its construction. 
The Governor has told this committee that we would then have a “really big 
Socialist enterprise.” 

Governor Dewey’s prediction is supported neither by the experience of private 
enterprise at this very power site nor by any other facts. He also ignores 
serious legal considerations. 

There is no constitutional authority for the Federal Government to go into the 
electric-power business when it is not an incident of any function delegated to 
the United States, such as navigation, flood control, or reclamation, none of which 
are here involved. 

Every Government project built to date has been a clear multiple-purpose 
project, with power generation a byproduct of otherwise necessary dam construc- 
tion. When the TVA legislation was before the Supreme Court, the Govern- 
ment was represented by Solicitor General Stanley Reed, now Mr. Justice Reed, 
who said in his argument: 

“If we determine that this act, while stating that it is for navigation, national 
defense, or flood control, is actually for the purpose of developing power and 
selling it commercially, the use would be invalid.” 

In its opinion, the Supreme Court said: 

“And the Government rightly conceded at the bar, in substance, that it was 
without constitutional authority to acquire or dispose of such energy except as it 
comes into being in the operation of works constructed in the exercise of some 
power delegated to the United States” (Ashwander v. T. V. A., 297 U. S. 466, 480). 

Moreover, the Federal Power Act, which would apply to any license issued 
pursuant to the Capehart-Martin-Miller bill, makes express provision for the 
acquisition of licensed projects by the Federal Government. Section 14 gives 
the United States the right to take over a licensed project at the expiration of the 
50-year license period. Section 16 affords the United States the right to temporary 
possession and control of licensed projects for military purposes when, in the 
opinion of the President, the safety of the United States requires it. 

Of course, any exercise of the Federal Government’s condemnation powers 
must also be for a constitutionally delegated purpose, which the generation and 
sale of electric power is not. 

Insofar as Governor Dewey is concerned with the protection of private enter- 
prise, it should be emphasized that the dangers are far greater in the event of 
State development. While Governor Dewey maintains that the State would not 
build duplicating transmission lines, the power authority law of the State author- 
izes their construction subject, in effect, only to the desires of the incumbent 
State administration. 

Therefore, the exposure of private enterprise to the risk of destructive com- 
petition from a State development would not only be more serious but much more 
realistic than Governor Dewey’s baseless prediction of Federal seizure. 


Senator Carenart. Then I shall just talk a few minutes here about 
the statement and about this whole project. 
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I think my statement, anything I might say, of course, will be in 
many respects duplicating what. Congressman Miller has so ably 
stated ; but, first, I think the record ought to note why I, an Indiana 
Senator, am interested in this New York project. The reason is that 
for many years I was associated and interested in a business in the 
Niagara frontier and spent much time there, and I know this project 
very, very well, and I know the Niagara River very well. 1 know 
the people of Butfalo and of the Niagara frontier. 

So, when this matter came up 2 or 3 years ago, having been inter- 
ested in that section of the United States and knowing it as well as 
I did, 1 felt I ought to become interested in this subject, and I did. 

I introduced in the Senate a companion bill to that introduced in 
the House by Congressman Miller. In fact, Senator Martin and I, 
myself, introduced it in the Senate. 

‘T feel this way about the whole matter: I am not going to read my 
prepared statement because you are here alone, Senator Bush, but 
| am going to keep after each of the Senators on this committee until 
they do read my statement. They are not here to listen to it. So, 
I am not going to take your time up to read it because you are here 
alone, but I am going to keep after them, personally, every member 
of this committee, until they do read this statement. 

I feel this way about this whole project: That if anyone under- 
stood the facts properly they would just have to vote for a continua- 
tion of private enterprise developing the Niagara River project. 

I just can’t see it any other way. It seems to me that anyone who is 
opposed to these five companies that have been there since 1895—and 
I want to repeat that: Here is a case where five private utilities have 
been operating since 1895, been serving the community well, been 
doing a fine job, a case where no navigation or flood control or irri- 
gation or anything else is involved; just strictly a hundred percent 
power—no navigs tion there at all; no flood control ; no irrigation. It 
is just power, and five companies have been there since 1895. 

These five companies own all the transmission lines in every direc- 
tion from this project, and now there are those, including Senator 
Lehman and Congressman Roosevelt, who would have the Federal 
Government step in on top of these private enterprises who have been 
there since 1895, and the Governor of New York would like to have 
the State of New York develop this project from this point on. 

It just seems to me as though anyone who knows those facts con- 
ceivably could not vote for other than to permit the private enter- 
prisers to develop and enlarge their facilities. 

That is all they are asking to do, simply to enlarge their facilities, 
not to go some place where they haven’t been before, not to go in and 
develop power that is of a multiple-purpose nature, but simply to 
enlarge that which they now have and have had since 1895. 

Now, the Governor of New York made a lot to do when he was 
down here, of course, about the fact that New York State’s political 
history required that the State do something about it. I have an- 
swered that in several pages of my statement here, and I am not going 
to take any of your time giving the answers because you can read 
them in the record. 

It just doesn’t make sense to me. It might make sense if this were 
a multiple-purpose dam, multiple-purpose project, but it isn’t. 
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Another big point that the Governor of New York made, which I am 
amazed that he would make, and that was he tried to leave the impres- 
sion with this committee and everyone that Niagara River and this 
St. Lawrence project are one and the same, that they are just near 
each other. 

The facts are they are 250 miles apart, and Lake Ontario is between 
the two projects. There is no connection whatsoever between the two. 
The St. Lawrence project is a multiple-purpose project. The Niagara 
River project has been a private enterprise project since 1895. 

There is just no connection between the two whatsoever, and how the 
Governor can try to make this committee and others believe there is, 
is beyond me, other than the fact, of course, I presume he would like 
to have the State of New York develop all the power in New York 
State. I presume there is a connection from that standpoint, but there 
is mieiinly no connection as far as geography is concerned, as far as 
physical properties are concerned. There is no connection as far as the 
water is concerned, and there is no connection because of the Niagara 
River. The private enterprisers who are there have been there since 
1895. 

Another point that the Governor made was to the effect that under 
the private enterprise bill Niagara power would be confined to the con- 
sumers of five companies and denied to the consumers of other States. 

Evidently the Governor was misinformed because the so-called 
Capehart-Martin-Miller bill. requires, if you read it, that the power 
be given to other States. In fact, those private enterprisers that are 
there now and have tremendous production of power are now distribut- 
ing much of that power to other States. Their lines connect with the 
States of Ohio and Pennsylvania, and I don’t know what others, and 
they are furnishing some power at the moment to other States. 

So, I don’t understand who advised the Governor on that point, but 
he was certainly poorly advised. 

Another point that he tried to make when he was down here was the 
contention that if the Capehart-Martin-Miller bill is enacted a future 
Federal administration would take the project away from private 
enterprise. 

Now, that just doesn’t make sense; it is just ridiculous, but neverthe- 
iess the Governor made that statement. 

I am not going to read the reason why, to my mind, it is so ridicu- 
lous because, on the face of it, it is ridiculous if private industry did 
the developing there at the moment or enlarged their facilities the 
Federal Government would take it over. 

Frankly, Mr. Chairman, what this whole fight is about in New 
York State is very, very simple. It is very, very simple to me. Mr. 
Lehman and Mr. Roosevelt, and others, belonging to the opposite party 
to Mr. Dewey, introduced legislation that this project, if newer was 
going to be increased, ought to be handled by the Federal Government. 
Mr. Dewey immediately rushed into the act and said, “No; it must 
be by the State of New York.” 

It was strictly a hundred percent, in my mind, politics, where the 
Governor was trying to oa the people believe that he, too, was 
interested in this whole business and it ought to be handled by the 
State of New York rather than the Federal Government. 

Mr. Lehman and Mr. Roosevelt said Federal Government; Mr. 
Dewey said State government, and they have been arguing about it now 
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for 2 or 3 years, when on the face of the matter it is a private enterprise 
matter entirely because the private enterprises have been there since 
1895. All they are asking is that they be given the right to enlarge 
their facilities. They have the money todo it. They are willing to do 
it. They want to do it. Again I repeat they have been there since 
1895. 

Mr. Chairman, in closing I just want to say this: That under those 
circumstances where five private companies have been operating for 
some 60 years, and doing an excellent job, and now want to enlarge 
their facilities—and that is all it amounts to—if, under those circum- 
stances, you deny them the right to do so and say that the State or 
Federal Government must come in on top of them and build plants 
around them and compete with them, then you just as well throw up 
the sponge in America and turn over all power to either the State or 
the Federal Government and give up the idea of private industry 
developing power. 

Even those who are for the Government developing certain hydro- 
electric power in the United States of a multiple-purpose nature—and 
I am one who has never said there are not instances where the Federal 
Government ought to develop power, where navigation and irrigation 
and flood control are involved—I think there are instances in which 
they should, but it seems to me the most partisan for public control of 
power projects, particularly multiple-purpose power projects, defeat 
their very purpose when they in this instance insist that the Federal 
Government or the State government handle it. They just do not 
understand the facts. 

In this instance, if the Congress of the United States is going to say 
to those private enterprises, I again repeat, who have been there since 
1895, asking for the privilege of enlarging their facilities, without any 
navigation involved, any irrigation involved, any flood control in- 
volved—if we are going to say to those gentlemen, “You can’t do it; 
we are going to permit the State of New York or the Federal Govern- 
ment to come in, right on top of you,” then I am afraid I am ready to 
throw in the sponge and I think the rest of us might as well throw in 
the tae because I think we will eventually go a hundred percent 
socialistic as far as power is concerned in the United States. 

I think it is unfortunate. I think it is unfair, and I think I under- 
stand the position of the Governor of New York. His position was 
one in which he was trying to ocet himself and his own party, pos- 
sibly against his so-called political enemies and an opposite party. 
They said Federal Government, and he said State government, and 
they started this debate, and it has been going and going and going, 
and I say let’s end it here and now by permitting private enterprise to 
continue that which they started in 1895. 

Thank you very much. 

Senator Busu. Senator, on behalf of the committee, I want to thank 
you for coming and giving us your views so explicitly about this im- 
pa bill, o which you are one of the sponsors. Thank you very 
much, 

Senator Cargenart. As I say, my statement will be published in the 
record 

Senator Busu. That will be printed in full. 


48161—54——_15 
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Senator Carenarr. And I am going to try to get the Senators to 
read my statement—— 

Senator Busu. I promise you I will be one who will. 

Senator Carpgenart. Because I think it is so important. 

I think a principle is involved here, where you are just permitting 
the Government to come in and run private enterprise out of business. 

If the Niagara River had never had any power developed there 
and it was a new project, with navigation and irrigation and flood 
control involved, it would be something else again; but here they just 
want to continue that which they have been doing since 1895. If you 
can’t permit them to do it under those circumstances, then I am ready 
to quit. 

Senator Busw. Thank you very much, sir. 

Senator Carenart. I belong in the wrong place. 

Senator Busn. Is that all, Senator ? 

Senator Capenart. That is all. 

Senator Busu. Congressman, have you anything further ? 

Mr. Miter. Not unless there are other questions. 

Senator Bus. I would just like to go back with you once more to 
that statement you made about taxes and see if we can bring out a little 
more fully the real effect of the public ownership thing on the Federal 
Government’s tax income. 

You mentioned that the Federal taxes on income under private 
ownership would be approximately $9,250,000, I think, and also there 
would be some Federal taxes on the recipients of bond interest, which 
you estimated at a figure of a million or two, a low figure because many 
of the people who would hold those bonds would be—— 

Mr. Miter. High income. 

Senator Busx. Insurance companies and others who wouldn’t pay 
the usual Federal taxes that an individual pays; but lumping those 
figures together you get a figure of $10,450,000, which the Federal Gov- 
ernment would get if private ownership prevailed. That is a very 
substantial annual figure. 

Now, in the event, however, that the public ownership prevailed you 
said there would be tax-free bonds issued, revenue bonds, approxi- 
mately in the amount of $400 million and at 214 percent that would be 
$10 million of tax-free interest that would go to the holders of those 
bonds. 

I presume you would agree that only those people in the higher 
income-tax brackets would find those bonds attractive at that low cou- 
pon and low rate of return. 

Mr. Miuer. Yes. 

Senator Busu. Would you agree that the 75 percent bracket was 
probably a place where for saree who was in a 75 percent bracket 
they would be attractive, but if he was in less than that bracket they 
might be less attractive? 

Mr. Miter. Yes. 

Senator Busn. Assuming, therefore, the bonds might be held by 
those who were in the 75 percent bracket, if the total bond interest was 
in the amount of $10 million on those bonds, the Federal Government 
would be deprived of approximately $714 million? 

Mr. Mixrer. That is right, sir. 

Senator Busu. In other words, we are supplying $400 million of 
tax-free bonds which the Federal Government doesn’t believe in. The 
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Federal Government, itself, has stopped issuing tax-free bonds because 
it doesn’t agree in tax-free bonds. 

L believe you agree with that. 

Mr. Miter. Yes, sir. 

Senator Casr. So, it wouldn’t be just the loss on income which you 
estimated at about $10,450,000, but it would also be the loss on income 
they might otherwise get if we didn’t supply these bonds? 

Mr. Mutter. That is right. ne 

Senator Busu. I think that is important because it is an additional 
subsidy by the Federal Government. 

Mr. Miuter. That is right. 

Senator Busu. Besides the one that is directly obvious. 

Mr. Minter. And it even goes, in my humble judgment, Senator— 

Senator Busu. Furthermore, if you will permit me, I ask you if 
it doesn’t violate the principle of the Federal Government—and this 
applies particularly to the Lehman bill, and if the Congress voted 
the Dewey bill it would be the same thing—but it goes directly in 
violation of a precept that the Federal Government decided long 
ago, namely, that we don’t believe in tax-free bonds. 

Mr. Mitier. That is right. 

Senator Busu. Is that right? 

Mr. Miter. That is right. 

Senator Busu. I wanted to get that clearly in the record. 

Mr. Miizer. And it seems to me, Senator, it even goes a little 
more deeply than than, to this extent: We are talking now—of 
course, the figures that the Senator has been using are the figures 
representing the income to the Federal Government, State and local 
governments, on this additional diversion, on this project we are talk- 
ing about 

Senator Busu. That is right. 

Mr. Miuer. But, Senator, the companies are now paying in Fed- 
eral, State, and local taxes, $170 million a year on the business they are 
doing today, without this project at all. 

Now, if you get a tax-exempt agency, like the State of New York, 
in the power business, in the State of New York, in competition with 
these utilities, the historical fact is, and I think the record will prove, 
that when that situation exists slowly, but surely, the taxpaying 

utilities are driven out of business and it becomes a Government 
monopoly, 

That has been so in the Tennessee Valley Authority. 

Now, the Niagara Mohawk has a license in the Niagara River which 
expires in 1971. If the State of New York gets bit and goes into 
the Niagara River and starts taking water out of the same river, the 
same place as the Niagara Mohawk Power Corp., and starts in the 
power business, in competition with the taxpaying utility, in 1971 
these utilities won’t be interested in applying for a renewal of their 
franchise. On a competitive basis they won’t be able to do it. 

So, as a consequence, in a few years the State will own the whole 
thing, once the nose is under the tent, and then you will not only lose 
these figures we are talking about, but you will lose the $170 million 
they are now paying, and you drive private initiative and private 
‘apital and private operation right out the window, because it cannot 
compete in the same State with water out of the same river, with an 
agency which pays no taxes at all. 
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Senator Busw. Thank you very much, Congressman. 

Have you anything else you would like to say ? 

Mr. Murr. No; not right now. 

Senator Busu. All right, Congressman Dempsey, you may proceed. 


SUPPLEMENTARY STATEMENT OF HON. JOHN J. DEMPSEY, A REP- 
RESENTATIVE AT LARGE IN CONGRESS FROM THE STATE OF 
NEW MEXICO—Resumed 


Mr. Demrsey. Mr. Chairman, gentlemen, I appreciate your permit- 
ting me to discuss this matter briefly with you today. 

As a member of the Public Works Committee of the House, I sat 
through the hearings there, and while the gentleman from New York 
is not a member of that committee he has recited very definitely the 
facts developed. 

Practically everybody who appeared before our committee desired 
that the private power companies construct the hydroelectric plant at 
Niagara Falls. They definitely did not want New York State nor 
did they want the Federal Government to do it. 

In the House, as here a few days ago, when Governor Lehman testi- 
fied, they brought up the Tennesseee Valley Authority project and 
tried to make some comparison or give some reason why this should 
follow that plan as a yardstick. 

Now, as a member of the House back in the early 1930’s, when the 
TVA originated, and sometimes the vote was very close there, I never 
voted on even one occasion against the Tennessee Valley Authority. 
I was for it. One of my closest friends there, a great man of Ten- 
nessee, was the one who told me most about the Tennessee Valley up to 
that time. 

That construction was done completely by the Federal Government 
and it was a needed thing in that valley. We recognized that. I 
never failed to vote for it; but I will say, frankly, I did not consider 
it as a yardstick or that all waters of the United States would come 
under that same plan, and I don’t think the gentleman from Tennessee 
whom I have known for quite a long time—he, too, was a Member o 
the House before he was elevated—considered it that way either, and 
it was never suggested over there that the national resources of the 
United States would be so developed because the national resources of 
the United States belonged to all the peoples of the United States 
and not to the State of New York alone. 

Now, we have natural resources elsewhere. We have oil; we have 
timber; we have mining. That is not developed Ly the States, nor is 
it developed by the Federal Government. If it was, the Federal 
Government would be in a worse condition by far than it is today. 
The oil and minerals are developed under leases by the Federal Gov- 
ernment to individuals, who are sometimes foolish enough to put risk 
money in where they know very little about what is underneath the 
soil; but oil has been developed under that pattern. 

Now, here we have these companies in New York State which are 
»xrobably the most efficient developers and producers of electricity 
in the world. 

The Senator from Tennessee said that New York State could get 
a staff of engineers who could probably do an efficient job. I think 








SO 


Tits, 1 


oscil aidieadelsels 5 


‘ 
4 








NIAGARA FALLS POWER* DEVELOPMENT 223 


it can. It can surely if it gets them from those power companies, 
because those engineers have been doing it for a long time. 

Now, the Treasury of the United States, I am told every day, by not 
only the Treasury but frequently by the President of the United 
States, needs revenue. A plan of this kind, to give that power to 
the State of New York, so far as water is anal contributes noth- 
ing to the Niagara River, not nearly so much as the State takes out 
of the river. 

The Army engineers’ survey will show that the Niagara River, 
which carries the waters from Lake Erie down to the falls and on to 
Lake Ontario is not contributed to at all by the Niagara River. 
Through the Tonawanda Canal to the Barge Canal goes more water 
from the Niagara River than that watershed along the Niagara River 
in New York contributes to the river. So, they are not making any 
contribution there. 

Now, it is true that if New York State, as such, operates this, and 
given all allowance for political operation—I am familiar with that— 
the cost would be very much higher; the cost of generation and the 
cost of everything in connection with it. They would still probably 
he able to undersell an efficient company which has to pay 52 percent 
of its net to the Federal Government to start with. I think they pay 
about 22 percent of the gross, and that is a terrific figure. 

I am quite familiar with New York State. was privileged to 
live in what I think is the greatest part of New York, Brooklyn. I was 
a southerner. I went to south Brooklyn, by the way. I had to do 
with the utilities in New York, and it was the desire of certain people 
there, for political reasons, to retain the 5-cent fare. I finally left 
New York and went west in the oil business, but it wasn’t long after I 
left that Mayor LaGuardia was elected and he did a nice thing, he 
thought, for the city of New York. He put a 3-cent gross tax on all 
utilities. That was more than the net. So, the stocks went down 
and down. The companies paying dividends for preferred stock for 
many years couldn’t longer pay a dividend, and it reached a point 
where New York City was able to purchase not only the Bewokivs: 
Manhattan Transit Co., but the Interborough System, as well, which 
it did. It continued the 5-cent fare, losing about $50 or $60 million 
a year for some time, and then it was found necessary to increase the 
fare, so it was increased to 10 cents. Now it is 15 cents, and the loss 
is about as great as when it was 10 cents. 

That is what happens at times when you get a situation where a city 
takes on something it knows nothing about, or a State, or the Federal 
Government for that matter. 

It would be a very poor incentive to risk capital to invest in private 
industry if, after you get it developed, as the power companies have 
in the State of New York, you then put something in so-called com- 
petition, which isn’t competition at all; it is something that can break 
down your rates, even if you have to operate at cost and do not have 
any return for either extension or dividends. If you pay a dividend 
the Government takes 30 to 60 percent of that. 

That is the record that the Treasury Department will give you on 
those things. 

I believe in private initiative where it is possible. Where it is not, 
I believe the Somatioms or the State should help out, as they did 
with TVA. There is no question about that. There is no question 
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in my mind about the Columbia River development. I supported 
that. I was one of the strongest supporters of rural electrification. 

At times they refer to us as Communists or anarchists for voting 
for such a thing, but I wouldn’t vote to give this to New York or 
the Federal Government when you can get the most competent oper- 
ators in America to operate the plant and give the tax return to the 
Federal Government that the people of this Nation want. 

These power companies have $26 billion invested up in New York 
State now. They have the greatest coverage in electricity of any 
similar area on this earth. Even the Adirondack Mountains area is 
well covered. There is no complaint about the service. 

In our investigation there wasn’t one person who got up and com- 
plained about the service of these companies. 

I heard Governor Dewey testify, and he talked very beautifully 
about Niagara Falls. He didn’t say he created them because that 
would leave room for doubt, but he did take you right to the point 
where they were made ready for the brides going in there. I don’t 
know how much he had to do with that either. The fact is the falls 
have been there a long time. I was up there a few times myself, and 
I always enjoyed it. 

To put something in competition that which is prospering—which 
is helping the State; which is helping every community; which is 
helping the Federal Government, and thus destroy a thing of that 
kind—I just can’t understand it. 

In the House we voted 262 to 105, or whatever it was 

Mr. Donpero. A hundred and twenty. 

Mr. Dempsey. A hundred and twenty? 

Mr. Donpero. Yes. 

Mr. Dempsey. And there were 41 Representatives to the Congress 
of the United States present and voting from the State of New York; 
32 of the 41 Representatives of the State of New York voted for the 
private power ; 9 voted against private power. 

Now, there is a question of politics raised in this, but I assure you 
there was no politics in that vote. It is true that only 1 Republican 
voted against, but it is also true if those who voted against had 1 more 
vote the Democrats would have been 50-50 on the vote. 

I am a Democrat. Everybody in New Mexico knows that. I am 
for private industry. I am not for the destruction of private indus- 
try, which this Dewey bill would do, or the Lehman-Roosevelt bill 
would do. I think we better get back, Mr. Chairman, to giving some 
encouragement to the people who put risk money in here, in the United 
States, and see if we can’t inspire some confidence in what we are 
doing, because we are going along a road now that seems rather 
questionable. 

There has been a great desire to send our money abroad. Even now 
the tax bill before the Congress proposes to take only 38 percent on 
the return of dividends from abroad. where on corporation profits 
at home we take 52 percent. I am kind of a home boy. I like to 
travel a little, but I know that here is my home, and this American 
system has done a lot for me. 

Lately I am beginning to think maybe it is doing something to me, 
too, and I resent that. 

Now, I don’t want to be argumentative or disagree, because you 
always will find me agreeable to anybody who agrees with me; but 
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on this I know I am right, and I sincerely trust that the Senate, 
when it considers this measure, will not turn it over to the governor 
of any State—I have been one, and I was in politics a little bit when 
I was; I haven’t quite gotten out of it yet, Mr. Chairman—but let 
scientific men, financed by risk capital, do that which they can for 
the United States, and don’t put an additional burden on the shoulders 
of taxpayers who are already so overtaxed they can’t meet their 
ordinary bills at home. 

I think that is about all I have to say, Mr. Chairman. 

The CHATRMAN. We appreciate, Congressman, your statement. 

I want to just make this statement for the record: The witness you 
have just heard is certainly a very distinguished American. He was 
born in the Commonwealth of Pennsylvania. He had a great career 
in the State of New York, and he is now one of the leading men of 
the Southwest and was Governor of the State of New Mexico. He 
now represents that State in Congress. 

We appreciate your coming over very much, Congressman. 

Mr. Dempsey. Thank you very much, Mr. Chairman. 

Senator Gore. I would like to add, in addition to all those fine 
things, with which I concur, he has a beautiful wife whose name is 
Gladys. 

Mr. Demesey. Mr. Chairman, I don’t mind telling you this: I don’t 
like the, should I say, friendship existing between my wife and the 
Senator from Tennessee. 

The CuatrmMan. The committee will stand adjourned. 

(Whereupon, at 12:11 p. m., the hearing was recessed, to reconvene 
subject to call.) 

( Additional statements received are as follows :) 

UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
March 19, 1954. 
Hon. Epwarp MARTIN, 


Chairman, Public Works Committee, 
Senate Office Building, Washington, D. C. 

Deak Ep: Enclosed is a copy of a letter written by Mr. Richard S. White, of 
Old Greenwich, for publication in the New York Herald Tribune. Mr. White 
requests that the letter be included in the hearings of the Niagara bill. If this 
can be done, I would appreciate it if you would arrange for its inclusion. 

With best wishes, I am, 

Sincerely yours, 
Prescorrt BusH, 
United States Senator. 


READER CLAIMS MOSES, Dewey Err ON NIAGARA 


To the New York Herald Tribune: 


A fair amount has been said about electric power development on the Niagara 
River by various political figures. It seems time that a plain citizen be allowed 
to slightly clarify a few important facts. 

To start, let’s analyze the statement on this matter by Robert Moses, recently 
appointed chairman of the New York Power Authority, carried on page 1 of the 
Herald Tribune, Monday, March 15. Mr. Moses is well known as a man of 
integrity and ability, and these are not questioned, but I do definitely state that 
he is guilty of misstatements of fact and insinuations that are totally misleading. 

He has labeled as “vilification” a statement that the New York Power 
Authority’s plans are socialism. When a government steps in and owns and 
controls a business function, that is pure and simple socialism—notwithstanding 
anybody’s claim to the contrary. If Mr. Moses doesn’t wish to accept this 
generally accepted truism, then I refer him to his dictionary. 
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On this point he said further: “The authority is a business organization, ownea 
by the people of the State, it is true, but using private funds and answerable to 
the holders of its bonds.” Mr. Moses is creating an impression here that just is 
not true. The authority will be answerable to the bondholders for their interest 
and, when due, their principal, and not another thing in the world. Did you 
gain more voice in the Federal Government because you bought a war bond? 
Of course not. The only way management is responsible to security holders is 
when a concern is owned by the holders of its common stock, the proper and 
usual risk-takers. 

As it is obvious that the power authority's plans are socialism in the flesh, 
we should know what's so bad about that. Mr. Moses claims that the develop- 
ment of the Niagara River by the power authority, “would save the consumers 
an enormous amount every year.” Let’s examine just what the consumer will 
save. Primarily, he will save that part of his electric bill which is required to 
cover the taxes paid by private companies. And he will not be able to save 
all of that; the government has to have taxes—take away one source, and taxes 
have to be kept higher elsewhere. 

Furthermore, what of the principle of socialism itself—why not let the govern- 
ment own and operate power stations or grocery stores or gasoline stations, etc.? 
Socialism denies the right of private ownership, a basic tenet of our Bill of Rights. 
It claims that the benevolent, guiding spirit of bureaucratic control will do more 
for the public than private management that has to operate efficiently to keep its 
job. Perhaps some think this is so, but it hasn’t, worked in England, nor in 
Russia. Private incentive is an honest inducement that has created in the United 
States the highest living conditions in the world. Moreover, socialism is a threat 
to free labor unions and to the freedom and welfare of the individual worker. 
It is significant, in this regard, that the International Brotherhood of Electrical 
Workers, A. F. of L. and the Utilities Workers Union of America, CIO, the two 
major unions in the electric power industry, are both unalterably opposed to 
Government operation and control of utility companies. 

If we agree that socialism itself is unsound, and the great majority of Ameri- 
cans do, we must be a bit analytical and try to see behind the desire of Mr. 
Moses and his appointer, Governor Dewey, to have the State operate Niagara. 
It does not seem that it is simply to further socialism, although that may be the 
motive of others. Two reasons for their support can be deduced (and deduce 
we must, for little has been said of basic reasons). One is a true problem with 
the wrong solution, and the other is purely political expediency. 

First, it is true that certain other parts of the country have cheaper electricity 
than New York State, and this is largely due to tax-exempt Government-operated 
power concerns. Mr. Dewey could logically feel he must protect New York’s 
competitive position, but the fact remains that two wrongs still do not make a 
right. 

The citizens of some States don’t pay the taxes that we pay in our electric bills, 
Are we then to start a competition between all the States to see who can get out 
of the most taxes by socializing some segment of their industry—or all their 
industry? Besides the great damage of socialism itself as already mentioned, 
this approach would, of course, merely remove more and more corporate tax 
revenues from the Government till. And who would pick up the extra check? 
We, the consumers, would as always, through higher taxes on movies, cars, 
cigarettes, income, etc. 

Instead of this road to the same or higher taxes and bureaucratic control to 
boot, the proper solution to this problem lies in the same thesis that President 
Eisenhower used in his address on taxes. Namely, that all should pay their fair 
share. Both political parties should start, and see through, congressional action 
to equalize the tax burden on all electric customers. This can be done very 
simply by requiring that Government-owned utilities pay a charge to the collector 
of internal revenue that equals the tax that the private companies pay, which 
tax, of course, is included in the bill we pay. 

The honest, well-meaning people who have backed the idea of Government 
power development, owe it to the public to examine their conscience and their 
thinking in the light of the general line of thought expressed here. There is no 
bigger, nor greater, man than the man who can say he was wrong. 

The second reason that suggests itself is one which would be unworthy of 
Governor Dewey and his associates, but which should be put down to clear the 
record and so that it can be denied, Governor Dewey has established a fine 
administrative record, and while there has been differences between the political 
parties, the Democrats have found it difficult to find a basic criticism of the Gov- 
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ernor’s general record and program. This part is a matter of fact. It is conceiv- 
able, however, that the Governor has taken his stand in favor of Government 
development so as not to give certain elements in the Democratic Party an issue 
to shout about. He knows that Senator Lehman and Representative Roosevelt 
have appealed to those who like Government ownership, Government controls, 
ete., and he may wish to take some wind out of their sails. This, of course, would 
be pure political expediency (and not very good at that) in place of principle. 
This possible motive suggests itself all the more in view of the fact that the 
great majority of Republican Congressmen, from New York and throughout the 
country (and a very large number of Democratic Congressmen, too), are opposed 
to Governor Dewey’s stand and have gone on record in favor of development by 
free enterprise. That is, the Governor’s stand is not a Republican stand, but 
one he has sponsored himself. 

It is indeed amazing to the large majority of Republicans to see the man who 
was twice the national standard bearer for the Republican Party, turning 
against a basic premise of our party—and of many elements of the Democratic 
Party—that “economic freedom is essential to political freedom.” 

RicHarp 8. WHITE. 

Marca 16, 1954. 





AMERICAN FarRM BUREAU FEDERATION, 
Washington, D. C., March 19, 1954. 
Re 8S. 689 
Hon. Epwarp MARTIN, 
Chairman, Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 


Dear SENATOR MARTIN: The policy of the American Farm Bureau Federation 
relating to the development of hydropower resources, as approved by the voting 
delegates of the member State Farm Bureaus at our most recent annual meeting, 
is as follows: 

“The production, transmission, and distribution of power should be primarily 
a function of private enterprise, either cooperative or noncooperative. The entry 
of the Federal Government into the power business should be restricted to those 
instances where proper development cannot be had otherwise.” 

The American Farm Bureau Federation therefore respectfully recommends 
the approval of S. 689 to authorize the development of the Niagara Falls power 
resource. 

It will be appreciated if you will incorporate this letter in the record of the 
hearing. 

Very sincerely, 
Matt Triaes, 
Assistant Legislative Director. 


Marcu 11, 1954. 
Hon. WrnLr1AM B. MILier, 
House Office Building, Washington, D. C. 


Dear Mr. Mitier: With hearings before the Senate Public Works Committee 
underway it is my hope that the Miller-Capehart bill will be approved during 
this session of Congress. 

Through the press, I cannot help but notice the efforts of Governor Dewey to 
develop Niagara Falls power under the New York State Power Commission now 
headed by Mr. Moses. I am heartily opposed to this being done. 

The arguments advanced by the State and the Federal Government that 
Niagara Falls belongs to the people is true, but this same argument is true also 
of every piece of property within the continental limits of the United States 
or its possessions. Under our type of a free economy the individual holds title 
or rights to certain portions of this property, and when that title or those rights 
are threatened we send our sons to war to protect them. 

It is my firm belief that the Federal Government and the State government 
are vitally concerned with the rights of the people, but this does not mean that 
either one of those governments need take over the function of the private indi- 
vidual under the guise of protecting the rights of the people. Public rights are 
well protected under our system of a private economy. 

The production of hydroelectric power is a mathematical and engineering 
proposition. The State or the Federal Government have no magical way of get- 
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ting away from this cost. The Government can shift the cost burden from one 
place or another or one group or another and this power is mistakenly taken as 
an argument affecting cost, which you can readily understand is not fact. 

If we are to maintain a free economy the budget will have to be balanced 
through economical administration and taxes. The taxes must come from 
American business and therefore American business becomes the best taxpayer 
or customer of the Government. I would certainly feel that I would be fool- 
hardy indeed if I attempted to destroy the business of one of my best clients. 

Sincerely, 
JAMES G. Davison. 


UNITED STATES SENATE, 
Washington, D. C., March 24, 1954. 
Hon. EpWARD MARTIN, 
Chairman, Senate Public Works Committee, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: I understand that Representative William Miller, in 
recent testimony before your committee in support of his bill for turning over 
the Niagara site to the private utilities, made some comments about the James- 
town Municipal Utility. 

I have just received a telegram and a letter from the mayor of Jamestown, the 
Honorable Samuel A. Stroth, who asserts that Representative Miller gave an 
entirely erroneous and misleading picture of the operations of the Jamestown 
Municipal Utility and the service it renders to the people of that city. Mayor 
Stroth, who indicates his support of my bill, S. 2966, desired me to correct 
misapprehensions which might follow from Congressman Miller’s statement. 

Mayor Stroth makes the point that, contrary to what Representative Miller 
said in his testimony, rates charged by the Jamestown Municipal Utility are 
comparable with those of any other public utility in the State of New York, and 
are, in fact, lower than most of the rates. 

Mayor Stroth points out that the rates charged by the Jamestown Utility are 
easily comparable with those of the Niagara Mohawk’s eastern and central 
divisions as well as with the rates of other utility systems in New York State. 
The mayor also shows that the comparison, quoted by Representative Miller as 
used by the New York Public Service Commission in their press release which 
partially quoted a recent opinion approving a rate application by the Jamestown 
Utility, was unfair and misleading. 

Mayor Stroth emphasized that the Jamestown Utility makes large payments 
to the city in lieu of taxes—more than a comparable private company would 
pay. 

I would appreciate it very much if the committee would authorize the printing 
in the committee record of Mayor Stroth’s telegram and also of the comments 
by the officials of Jamestown concerning the New York Public Service Commis- 
sion’s opinion referred to by Representative Miller. 

It is plain to me that the New York Public Service Commission, in its press 
release on the Jamestown rate increase, gave a misleading impression and far 
overstated its case in passing on the rate request of the Jamestown Municipal 
Utility. There appears to have been too much of an eagerness to discredit 
what seems to me, on the basis of the figures I have seen, to be a municipal utility 
with a high sense of public service. The Jamestown Utility can well be cited 
as an example of what can be achieved rather than as an example of what is to 
be avoided. 

Very Sincerely Yours, 
HerBert H. LEHMAN. 


_——_ 


JAMESTOWN, N. Y., March 19, 1954. 
Hon. Hersert H. LEHMAN, 
United States Senate, Senate Office Building: 


I urgently request that you register my protest with the Senate Public Works 
Committee against the attack on Jamestown Municipal Utility by Representative 
William Miller. Miller has utilized an unfavorable State PSC opinion of Decem- 
ber 1952, long since repudiated. We in Jamestown are fully aware, and state 
with pride, that our municipal plant has meant vast savings to Jamestown and 
area over a long period of years. His charges against inefficient operation will 
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not stand when rates are compared with those of the same (Niagara-Mohawk) 
private utility in another district, or with utility rates elsewhere in the country. 
It is to be deplored that Representative Miller used half-truths and only such com- 
parisons that would result in placing our utility in an unfavorable light. We 
favor your Senate bill 2966 which provides for State development of Niagara 
power resources. Letter follows with facts and figures regarding our municipal 
utility. 


SaMvuEt A. Srrory, 
Mayor, Jamestown, N. Y. 


COMMENTS REGARDING THE PUBLIC SERVICE COMMISSION OPINION ATTACHED TO 
ORDER IN CASE No. 15896 GRANTING INCREASED RATES TO THE JAMESTOWN 
MuUNIcIPAL ELECTRIC SYSTEM 


It cannot be said that the statements in the Public Service Commission 
opinion and press releases were basically untrue, but certainly some statements 
and comparisons were farfetched and unfair. Unfortunately, the entire opinion 
was not published, and the press release brought out only the most unfavorable 
comments which have been used by the private utilities and so-called anti- 
socialistie organizations in their propaganda campaign against public owner- 
ship. As a result, this rate case has been publicized from coast to coast by the 
private utilities and periodicals and organizations friendly to them. During 
the past 2 years, 1 large New York utility has been granted 2 rate increases 
totaling about 10 percent, and another one an increase of 124 percent, but 
without publicity. In both cases, their old rates were higher than the new 
Jamestown rate. 

Electric rates.—The opinion compared the new residential schedule only with 
that of the Niagara Mohawk Co.'s western division rate, which is lower than 
the same company’s rates in its central and eastern divisions, and the lowest 
of all private utilities in the State. At a formal hearing, Public Service Com- 
mission representatives compared the proposed industrial rate not with that 
of the Niagara Mohawk industrial rate in the adajcent area but with a rate 
in another territory which was not fairly comparable. We called this to their 
attention and note that they made no mention of it in their opinion or press 
release. It is possible that the Niagara Mohawk’s residential rates in the 
western division are purposely kept low due to the fact that there are several 
municipal plants operating in this district. The Public Service Commission 
1949 report showed that the earnings of the western division had decreased 
between the years 1946 and 1948 in comparison with an increase for their other 
two divisions. This company recently applied for increased rates totaling 
$2,400,000 for certain industrials around Buffalo and Niagara Falls, but were 
turned down by the Public Service Commission. A press release covering the 
Public Service Commission order stated : 

“The Public Service Commission said that the proposed rate boost was ‘not 
justified either from a revenue need or from the standpoint of power costs.’ 

“It said that although the earning prospects of the company’s western division 
were not up to those of the company as a whole, ‘any proposal to raise certain 
rates in the western division should be at least balanced by reductions else- 
where.’ ” 

The old Jamestown rates were put into effect at the instigation of the Public 
Service Commission in 1988 when the cost of labor, fuel, and materials was 
low. The industrial or power rate included a demand clause which did not 
benefit the system but was very favorable to consumers with a long hour use of 
power. 

A tabulation comparing old and new Jamestown residential rates with those 
of several private utilities operating in New York State is herewith submitted. 

Taxes.—The Jamestown system pays real-estate taxes on all facilities outside 
of the city itself. For the years 1935 to 1952, inclusive, the electric system paid 
to the city in lieu of taxes a total of $2,526,942, which amount is estimated to be 
some $800,000 in excess of what a private company would have paid. For the 
year, 1953, the sum of $220,000 will be paid over to the general city fund in lieu 
of taxes. These payments are now based on the real estate and franchise taxes 
(city, school, State, and county) which a private company would have to pay. 
In addition to these tax equivalents, during the period 1939-46 the sum of 
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$1,017,500 was returned to consumers as dividends. Although not under social 
security, all employees are entitled to join the New York State employees retire- 
ment system, and the city’s share of the cost for the year 1951 was about 
8% percent of the annual payroll. 

Production costs.—The statement regarding production costs was very unfair. 
It compared the cost of the Jamestown plant’s operation for a 12-month period 
with that of a 30,009-kilowatt station of the New York Electric & Gas Corp. for 
the year 1951. During the period covered, a new addition to the Jamestown 
plant was being operated for the first time under normal load conditions and 
many “bugs” were encountered resulting in frequent shutdowns. Also, many 
new employees as well as some of the older ones had to be trained to operate the 
new equipment which differed from that in the old portion of the plant. The 
N. Y. E. & G. company plant referred to in the Public Service Commission opinion 
is operated as a base load station, and in 1951 its output was nearly 106 percent 
of its rated capacity with only 13 hours shutdown. Although a small tie is main- 
tained with the Niagara Mohawk Corp. to take care of a section of territory for 
which transmission facilities are not immediately available, the Jamestown sys- 
tem is operated as an isolated plant taking the valley and peak loads. Conse- 
quently, generating equipment is operated at full capacity and efficiency for only 
a part of each day and some machines have to be shut down each night and over 
weekends. 

General.—The Public Service Commission statements in regard to the advan- 
tages of a widespread utility system compared with an isolated system are un- 
doubtedly true. The flexibility of such systems offsets the advantages which 
publie plants have in the matter of taxes and tax-free bonds. This is particu- 
larly true when an isolated public system makes a major extension, and the cost 
of the added facilities represents a large proportion of the total assets. In 
Jamestown the new addition cost approximately $6 million, bringing the total 
operating property asets up to $12,390,000. The generating capacity was in- 
creased 52 percent to take care of present and immediate future loads while the 
operating property account was increased nearly 100 percent. As a result, the 
depreciation charges and tax-equivalent payments increased at a higher rate than 
the revenues. In the recent extension, certain provisions were made for the in- 
stallation of additional generating equipment at a future date; and when this 
is necessary, the total cost will be materially reduced. 


JAMESTOWN MUNICIPAL ELECTRIC SYSTEM 


Territory served.—City of Jamestown, villages of Falconer and Celoron, and 
3 lighting districts of the township of Ellicott. Population of localities served, 
1950 census, 51,927. 

Brief history.—The original plant was built and put in operation in 1891 for 
the purpose of furnishing street lights; and a few years later, the capacity was 
increased to take care of residential, commercial, and industrial consumers with- 
in the city. In 1931 by direction of the Public Service Commission, the city pur- 
chased the Niagara Mohawk’s distribution facilities in the territory adjacent to 
the city ; and since that time has supplied electricity to these districts. 

The operaton of the system is controlled by the board of public utilities com- 
posed of the mayor, the director of public works by virtue of his office, and 1 coun- 
cilman, and 5 successful businessmen appointed by the mayor and approved by 
the council. The electric division pays rent to the city for office space and a 
portion of the salaries of certain city officials who handle part of the department 
business. The city, in turn, pays the department for street lighting and other 
electricity used on the basis of cost. Not 1 cent of direct tax money has been 
turned over to the department for extensions or for operating costs. The sys- 
tem has been built and financed from earnings and through the issuance of 
revenue bonds—the interest and principal of which have been paid from earnings. 
For the period 1891 to 1952, net contributions to the city including tax equivalents 
totaled $2,622,943.79. That the electric system has been financially successful is 
shown by the condensed balance sheet on the following page. The present finan- 
cial emergency was brought on by inflationary costs, and there is no doubt but 
that after some adjustments have been made, the earnings will again be satis- 
factory. 
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Jamestown Municipal Electric System condensed balance sheet—December 31, 
1952 


ASSETS 


Fixed assets... ----~ ‘ aaa . $12, 412, 163. 87 
Investments 4, 141. 03 
Current assets__ " ae : ; ee 21, 029. 91 


DOE Tain rine sie krdnne cidhemic cae 13, 037, 884. 81 


LIABILITIES 


Long-term debt 2, 070, 000. 00 
Current and accrued liabilities__._.c.....c-__.._-__- 788, 161. 73 
Reserves 5, 161, 255. 83 
Deferred credits._............ a ee ee cS 13, 366. 85 


5, 004, 550. 40 


« 


Total liabilities and surplus ; eiaieaaa 13, 037, 334. 81 
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MONDAY, MARCH 29, 1954 


Untrep Sratres Senate, 
Committers on Pustic Works, 
Washington, D. C. 

The committee met, pursuant to call, at 10:05 a. m., in room 412, 
Senate Office Building, Senator Edward Martin (chairman of the 
committee) presiding. 

Present : Senators Martin (chairman), Stennis, and Morse. 

Also present: Charles N. Kapnic, chief clerk; Eloise Porter, assist- 
ant clerk; Ellsworth W. Bassett and Theo W. Sneed, technical staff 
members. 

The CHatrMan. The committee will be in order. 

Is Mr. Ellis in the room? 

All right, sit down, Mr. Ellis. 

What do you want to do? Do you want to make just a brief state- 
ment and then file this for the record ? 


STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Exits. Yes, Mr. Chairman. I would like to file the statement 
for the record and then highlight it to the committee, if I may. 

The Crarrman. All right; make it as brief as you can, please. 

Mr. Ents. May I first submit to you a list of rural electric coopera- 
tive managers and directors, who are here from the New York-Penn- 
sylvania area, which we believe would be affected by the development 
of Niagara. I wish to request that their names appear in the record. 

The Cuarrman. Allright. Do you have a list of them there? 

Mr. Ets. Yes, sir. 

The CuarrmMan. You might just read them out. 

Mr. Extis. They are: 

A. D. Stainbrook, director, Northwestern Rural Electric Co-op, 
Cambridge Springs, Pa.—and they have 7,200 members; 

Gordon M. Margeson, manager, Steuben Rural Electric Co-op, Bath, 
N. Y.; secretary, New York State Rural Electric Co-op Association 
(statewide) ; 

W. J. McDanel, director, Central Electric Co-op, Parker, Pa., and 
president of the Allegheny Electric Co-op; 

W. C. Wenner, manager, Northwestern Rural Electric Co-op, Cam- 
bridge Springs, Pa. (7,200 members), and coordinator of the Alle- 
gheny Electric Generating Co-op; 

La Verne Doctor, treasurer, Northwestern Rural Electric Co-op, 
Cambridge Springs, Pa. ; 
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W. S. Thomas, manager, Sullivan County Rural Electric Co-op, 
Forksville, Pa.; secretary, Pennsylvania Rural Electric Cooperative 
Association (statewide) ; 

Perry C. Wilson, manager, Bedford Rural Electric Co-op, Inc., 
Bedford, Pa.; 2,800 members ; 

E. F. Lindey, president, Central Electric Co-op, Parker, Pa.; 8,700 
members; and 

W. Gordon Loveless was to be here. Mr. Loveless is NRECA Ver- 
mont director, secretary-treasurer of the Northeast Electric Consum- 
ers Conference, and president of the Washington Electric Cooperative, 
East Montpelier, Vt. 

The Cuarrman. All right; those names will be listed. 

Do any of them have a statement to file? 

Mr. Exxis. I cannot tell you that, Senator. They had understood 
they might be heard later. We were told that only 3 witnesses would 
be heard today and only 1 representing the rural electric systems. 

The CHamrMan. We are listing two today; but if they have state- 
ments let them send them in, because a statement has just as much 
weight with the committee, I might say to you, as a statement in 
person. 

All right; go ahead and make whatever statement you desire. 

Do you want to file your statement now ? 

Mr. Exxis. Yes, Senator, please. 

The Carman. All right; the statement will be filed and made a 
part of the record. 

(The prepared statement submitted by Mr. Ellis is as follows:) 


STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL RURAL ELECTRIC 
COOPERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is Clyde T. Ellis. I 
am executive manager of the National Rural Blectric Cooperative Association, 
the national service organization representing 936 rural-electric systems, or 
92 percent of all the rural electric systems in the United States (including 
Alaska), servitig 3,538,219 farm families and rural establishments, I appeared 
before you on May 15, 1953, on the bills then pending for the redevelopment of 
the power potential of the Niagara River. Since then two new bills have been 
introduced, and there have been several other developments on which I wish to 
comment. 

Our rural electric systems are vitally interested in this proposed development, 
or, as some would say, “redevelopment,” of Niagara Falls. At our recent national 
annual meeting in Miami, Fla., attended by more than 5,600 of our people, they 
unanimously adopted the following resolution : 

“Whereas NRECA has, at its 10th and 11th annual meetings, requested the 
Congress to enact legislation for the development of power on the St. Lawrence 
River in accordance with the established policy of NRECA relating to public 
(Federal) power development as set forth in the statement of Federal power 
policy adopted by NRECA February 1, 1951 (exhibit No. 1, attached) ; and 

“Whereas the Congress has failed to enact such legislation and the Federal 
Power Commission has granted a license to the Power Authority of the State 
of New York to develop and market St. Lawrence hydropower, without protec- 
tion to the consumer through application of the provisions of the preference 
clause of the Flood Control Act of 1944; and 

“Whereas legislation is now pending in the Congress to permit the develop- 
ment at Niagara of hydropower by five private companies with no protection 
afforded the public: Therefore be it 

“Resolved, That we do hereby request the Congress to enact positive legisla- 
tion for the protection of the public in accordance with the established power 
policy of NRECA in the development of hydropower at the St. Lawrence and 
Niagara power sites.” 
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Also, at our regional meetings last fall, the region most affeeted by this legis- 
lation adopted the following resolution. This region includes the States of 
Pennsylvania, New York, and New England: 

“Whereas Federal legislation is now pending in the Senate and House Public 
Works Committees for the redevelopment of the natural resources of the Niagara 
Falls and River by the construction of certain public works and power projects. 
This construction authorizes the preservation of the scenic beauty of the Niagara 
Falls and utilization of the potential hydroelectric power of the Niagara River 
upon a self-liquidating basis without cost to the taxpayer of the country. This 
project is authorized under Senate bill 1851 (replaced by 8. 2966) which provides 
for the construction and the transfer of the power facilities thereof to the Power 
Authority of the State of New York under proper safeguards of the national 
and the consumer interests upon repayment to the Federal Government of the 
cost of construction, maintenance, and the operation in the public interest. This 
legislation is sponsored by Senator Lehman and Representative Roosevelt, and 
a bill has been endorsed by Governor Dewey and John E. Burton, chairman of 
the New York State Power Authority, to develop the power by the State of New 
York, but without preference clause ; and 

“Whereas legislation for the hydroelectric development of the St. Lawrence 
River is now pending before the Congress of the United States which provides 
that the power shall be available first to the ‘owners,’ ‘the public,’ and municipal 
bodies when licensed to the Power Authority of the State of New York: There- 
fore be it 

“Resolved, That we the members of this convention here assembled in regular 
meeting do approve and ask our elected representatives to support the foregoing 
legislation for the redevelopment of the potential hydroelectric power of the 
Niagara Falls and of the St. Lawrence River Basin; and be it further 

“Resolved, That we disapprove of any plan whereby the distribution of current 
is not made equally available to all public and cooperative bodies; and that we 
disapprove of any plan setup contrary to the established Federal power policy 
which was conceived in the time of Theodore Roosevelt and Gifford Pinchot a 
half century ago; and that we disapprove of any plan to deny the people in the 
Niagara area the benefits of this low-cost power. Therefore we oppose the 
bills for private redevelopment of the power potential of the Niagara River and 
strongly urge our representatives to support the Lehman-Roosevelt bill for 
Federal-New York State redevelopment.” 

On February 26—27, 1954, there was held in Albany, N. Y., a Northeast Electric 
Consumers Conference. This conference was attended by over 150 delegates 
representing the following groups: Electrical Workers, ClO; Farmers Union 
of the New York Milkshed; International Brotherhood of Paper Makers, A. F. 
of L.; International Association of Machinists, A. F. of L.; Municipal Electric 
Utilities Associations of New York and Massachusetts ; Northeast Rural Electric 
Cooperative Association ; Textile Workers of America, CIO; United Auto Work- 
ers, CIO; United Gas, Coke, and Chemical Workers, CIO; United Stone and 
Allied Products Workers, CIO; Vermont Cooperative Council, Inc.; Vermont 
State Farm Bureau, Inc.; Vermont Federation of Labor, A. F. of L. 

At their meeting this conference representing the folks on the farms and in 
the shops of the Northeast adopted a statement of goals. I wish to quote from 
part of this statement: 

“1. We urge the immediate passage of Federal legislation providing for the 
public development of the power potential of Niagara with specific Federal provi- 
sion for preference to cooperatives, municipalities and other nonprofit electric 
distributors in accordance with the established Federal statutes providing for 
preference. 

“We endorse the principles of the Lehman-Roosevelt bill which provides for 
development by the New York Power Authority with Federal preference stipu- 
lated, and we endorse any other hili which contains similar and adequate provi- 
sions for establishing the yardstick principle. 

“3. We point out that in order to monopolize the power resources of Niagara 
Falls for their own selfish purposes, the private power companies of this area 
have undertaken an unprecedented propaganda campaign designed to distort 
the facts and mislead the people. 

“We urge the Congress and all State legislatures to investigate and expose the 
unwarranted and malicious propaganda and legislative activities of the private 
power companies and we favor legislation restricting the use of rate payers’ 
funds for advertising designed to influence elections or legislation.” 
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We feel this statement is most significant because it indicates what the people 
in the area are really thinking once you are able to get through the deluge of 
propaganda and pressure. 

I am attaching a list (exhibit No. 2) of the 41 rural electric systems in the 
States of Ohio, Pennsylvania, and New York which are within economic trans- 
mission distance of the Niagara Falls project. If this power, with the power 
from the St. Lawrence project, could be fed into a northeast power pool, the 
effects would be felt throughout the whole high cost power area of the Northeast. 
It is estimated that the St. Lawrencc and Niagara projects combined will have an 
installed capacity of 2.2 million kilowatts, which compares with the 2.5 million 
kilowatts of installed hydroelectric capacity in the whole Tennessee Valley 
in January 1954. It has been estimated that the output of the Niagara Falls 
project alone is equal to the combined output of Hoover, Bonneville, and Shasta 
dams. 

If a substantial percentage of this power could be sold and delivered at cost 
to the municipal and cooperative systems, it would provide a real competitive 
yardstick in an area having the highest power rates in the Nation. But if this 
power is merged with the present high-cost sources of power, its benefits will 
be dissipated and the result will be that the ultimate domestic and rural con- 
sumer will benefit little, if any, from this project. There will not be the com- 
petitive impetus to bring down rates. 

The rural electric systems in the area are still paying some of the highest rates 
in the Nation. This is shown on exhibit No. 3, which shows the wholesale power 
costs of the rural electric systems for the fiscal year ending June 30, 1952, 
arranged in order of decreasing costs. 

You will note that the State with the highest wholesale power costs, 1.51 cents 
per kilowatt-hour, is a New England State, Maine. Also, you will note that 
New York is 13th on the list with an average cost of 1.14 cents per kilowatt-hour, 
Pennsylvania 14th with 1.10 cents, and Ohio 18th with 0.91 cents. The States 
with the lowest wholesale power costs are in the Tennessee Valley and the North- 
west were low cost hydropower is available and where the rural electric sys- 
tems receive preference in the marketing of the power. 

The rural electric systems of the United States spend an average of 32 percent 
of their gross revenue on wholesale power. This is their biggest single operating 
cost. In Ohio, Pennsylvania, New York, New Jersey, and New England some of 
the rural electrics must pay out an even higher percentage of their revenue for 
wholesale power. In those States they are almost wholly dependent on com- 
mercial companies for their sources of supply, Instead of 32 percent some of 
our systems in this area are obliged to pay out 35 to 45 percent of their revenue 
for power. 

Therefore, any savings they can make in the cost of wholesale power will have 
an immediate effect on their costs of operation and may actually be their salva- 
tion in meeting their difficult operating problems. Most of the rural electric 
systems in the Northeast are small and serve marginal areas; this is especially 
true in New York and New England. Because of this they are probably having 
the most difficult time meeting their obligations to the Government. One way 
they can more readily meet this problem is by lower cost wholesale power, which 
will reduce their operating expenses and also enable them to reduce their rela- 
tively high rates (which they will do because they are nonprofit systems). With 
reduced rates the farmer will be able to make more use of electricity on the farm, 
which will also enable the rural electric systems to more readily meet their obliga- 
tions to the Government. 

The 1949 FPC report on Niagara estimated that power could be delivered to 
their load centers in New York, Pennsylvania, and Ohio for 2.38 mills if the 
project were publicly operated. If one increases this cost by 50 percent to allow 
for increased construction cOsts sine 1949, this would mean the power could 
be delivered for 3.57 mills to these load centers. If the rural electric systems 
could receive preference in the marketing of this power, they would save 
$2,881,445 annually in the cost of their wholesale power based on their purchases 
for 1951, which are contained in exhibit No. 2. Just think what this annual 
savings of almost $3 million would mean to these farmers’ electric co-ops. 

It is interesting to compare the retail rates and uSage of power on the farms of 
rural electric systems in areas where there is low-cost hydropower and in areas 
where there is not any such power at the present time. For example, in the 
high-power-cost State of Pennsylvania during calendar year 1952 the average 
cousumption of electricity per REA member per month was 245 kilowatt-hours 
at an average retail rate of 3.1 cents per kilowatt-hour, while in the low-power- 











SR Se 











NIAGARA FALLS POWER DEVELOPMENT 237 


cost State of Washington for the same period the average consumption per REA 
member per month was 639 kilowatt-hours at an average retail rate of 1.31 cents 
per kilowatt-hour. It is not that the farmers in these high-cost areas do not want 
to use more power, but they just can’t afford to utilize all the power they could 
use if the rates were lower. This, of course, is even more important in recent 
years when the farmer finds himself receiving less for the products he sells and 
paying more for the products he has to buy. The dairy farmer in the northeast 
is especially aware of this situation. 

We have just completed tabulating our annual survey of the rural electric 
systems. We make this survey each year in order to find out just what problems 
the systems state they have and how they feel we can be of more service to them. 
You may be interested in some of the results of this survey. The systems stated 
they were paying the following amounts for their wholesale power for the month 
of December 1953: New York 11.48 mills, Pennsylvania 9.88 mills, and Ohio 8.84 
mills. This compares with a national average of 7.80 mills for all rural electric 
systems for the fiscal year ending June 30, 1953. 

These rural electric systems also indicated that despite the high rates the use 
of electricity by their members is continuing to increase. The systems in New 
York indicated an increase of 11 percent in power consumption per consumer 
during calendar year 1953. Those in Pennsylvania indicated an increase of 
11.05 percent, and those in Ohio, 11 percent. Yet this increasing usage is below 
the average for all the rural electric systems. Undoubtedly, the cost of wholesale 
power is a factor in this. The loads of all the rural electric systems in the coun- 
try are doubling about every 4 to 5 years. But this increase in load growth in 
the Niagara marketing area means that the rural electric systems must be as- 
sured an increasingly supply of wholesale power, and, if possible, at lower 
wholesale rates than they are now paying. 

Some of the systems, in answering the survey, state that they are having 
various types of wholesale power supply problems: handicapped by a present 
shortage of wholesale power, not enough power in sight for future growth, un- 
satisfactory voltage regulation at the substations, etc. The proportion of systems 
having these wholesale power problems is not large, but we believe the fact that 
any of them are having these problems is a serious matter. If a farmer ex- 
periences low voltage due to inadequate wholesale power supply and cannot 
properly utilize the appliances and equipment he has purchased, we believe this 
is a serious problem. It becomes even more serious when he is also faced with 
high wholesale power rates which keep retail rates high enough so that he can’t 
fully utilize this essential hired hand. 

Since I last appeared before you, two new bills have been introduced providing 
for development or redevelopment of Niagara Falls power. I would like to ad- 
vise you about the views of the rural electric systems on these bills. I also hope 
you will see fit to hear the representatives of these systems themselves. They 
ure very anxious to appear before your committee and tell you in their own 
words their views on this project which means so much to them. 

On August 3, 1953, Senator Case introduced S. 2599 which would relieve the 
Congress from determining the method of redevelopment of Niagara Falls power 
and permit the FPC to make this decision on the basis of applications for a 
license to construct and operate the project. At the present time, due in part 
to the gigantic size of the undertaking, there are only two groups who can apply 
for such a license—the five big New York power companies and the Power Au- 
thority of the State of New York. Under the Federal Power Act States are given 
preference in the granting of licenses by the Federal Power Commission. 

Section 7 (a) of the Federal Power Act states: 

“In issuing preliminary permits hereunder or licenses where no preliminary 
permit has been issued and in issuing licenses to new licensees under section 15 
hereof the Commission shall give preference to applications therefor by States 
und municipalities, provided the plans for the same are deemed by the Commis- 
sion equally well adapted, or shall within a reasonable time to be fixed by the 
Commission be made equally well adapted, to conserve and utilize in the public 
interest the water resources of the region; * * *” 

The Power Authority of the State of New York would be the preferred appli- 
cant under this provision of the Federal Power Act. One can also assume that 
New York will apply for this license and receive this preference. It is ironic 
that the very agency which will claim this preference under the provisions of 
the Federal law refuses to grant the long-established Federal preference, or its 
equivalent, in the marketing of power to the electric cooperatives and municipal 
systems it will serve, 
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We object to the Case bill because we believe the Congress should specify the 
conditions under which this great undeveloped power site should be developed. 
Some say the Congress should not do this if the project is built with funds raised 
by the State of New York. This is a Federal resource. It is a Federal respon- 
sibility. The Federal Power Commission has already said in the St. Lawrence 
case that it does not have authority under the law to provide the people with this 
so-called Federal preference law type of protection. We think it does have, but, 
in any case, the matter could be settled by this committee by writing such au- 
thority into whatever bill it approves. 

We believe the Congress should specify certain conditions which the FPC 
should stipulate in any license it grants to the Power Authority of the State of 
New York for the construction and operation of this project. The Federal Gov- 
ernment has spent hundreds of thousands of dollars making engineering and 
economic studies of the Niagara Falls project. The excellent study made by 
the Federal Power Commission in 1949 and contained in their report entitled 
“Possibilities for Redevelopment of Niagara Falls Power” is just one example 
of this. Also, the Corps of Engineers has from time to time received funds for 
studies of the Niagara Falls power project. The New York-New England Inter- 
agency Committee spent time and Federal funds studying this project. There is 
no question but that whoever finally constructs this project will make use of 
these studies financed with public funds. 

Why, then, should not the Congress insure that the widest possible benefits 
accrue from these expenditures of public funds? 

Also, the Federal Government has and is going to have to spend money to 
construct remedial and control works to regulate the flow of water over the 
falls and to prevent erosion. In fact, a recent UP dispatch states that the 
United States and Canada are going to spend $17 million now to control 
Niagara Falls erosion. This dispatch states in part: 

“A total of $14 million will be spent in construction of a 1,500-foot control 
structure above Goat Island on the Canadian side of the falls to spread the 
water more evenly over Canada’s Horseshoe Falls. 

“Control of the water will be carried out through tunnels to be used in con- 
nection with a power project. Authorities plan to let 100,000 cubic feet of 
water a second flow over in daylight during the tourist season from April to 
September 15. At night and in winter the flow will be only 50,000 feet.” 

If the Federal Government is also spending funds to construct works such 
as this to be used in conjunction with the power project, it seems the Congress 
has the right and responsibility to specify certain conditions that the FPC should 
stipulate in any license it grants for the Niagara project. 

Also, we believe there are some considerations involved in this project other 
than the production of power which increase the interest of the Federal Gov- 
ernment in this project. Some of these factors are discussed in the FPC’s 
1949 Niagara report and include such important factors as preserving and en- 
hancing the scenic beauty of Niagara Falls, navigation limits, particularly 
controlling the depths of water, ice conditions, and the need for remedial works 
to fully realize the potential power of the Niagara River. All of the people in 
the country have an interest in these problems, not just the people living in 
Niagara Falls, N. Y., or for that matter, in the State of New York. 

We request this committee to amend the Case bill to require the FPC to stipu- 
late preference as a condition of granting the license for the Niagara Falls project 
to the State of New York. Without such amendment the rural electric systems 
are committed to oppose the Case bill. 

Our rural electric cooperatives and power districts are small consumer-owned 
electric systems serving rural areas that the private power companies either 
refused or failed to serve. In most cases these areas are the more marginal 
economic areas. Also, the areas are thinly populated and the power loads are 
not diversified. Because of these and other factors the Congress wisely decided 
to electrify rural America through the REA and assure the rural electric systems 
of an ample supply of wholesale power through the right of the rural electric 
systems to generate and transmit their own power and also through the applica- 
tion of the long-established preference, or equality, clause to the rural electric 
systems. 

The rural electric systems do not have the resources to build the heavy trans- 
mission lines to hydroelectric projects such as Niagara to pick up the power. 
But through the preference clause they are entitled to preference in purchase of 
power produced from public waters with public funds. This preference just 
means that these consumer-owned systems within economic transmission dis- 
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tance of such a project receive their share of this power delivered at cost to their 
load centers—at the same cost as the power is made available to the private 
utilities, for the private companies would still purchase far more of it than 
we. 

Without such preference these small consumer-owned systems would receive 
little, if any, of this power, and the power they did receive would be at a cost 
their private supplier determined they were able to pay. If these systems did 
not receive this power at cost, there could be no effective yardstick of the cost 
of power. Instead, the lower cost hydropower made available to the consumer- 
owned systems would be dissipated by being mixed with the other higher cost 
power sources, with the result that the benefits of the hydropower would be 
negligible. This would effectively remove the stimulus of competition of the 
yardstick. 

One only has to observe the wholesale power rates paid by our systems in the 
Northwest and in the Tennessee Valley to see what preference has meant. In 
these areas our rural-electric systems are buying their wholesale power at the 
lowest rates in the country. Their retail rates are also among the lowest in the 
country. This also has had an effect on the States surrounding these areas. 
Just think what the effect of a competitive yardstick such as this would be on the 
whole Northeast—an area plagued by the highest power costs in the Nation. 

There have been arguments raised against giving the rural electric and public 
systems preference in the marketing of Niagara Falls power. One of these argu- 
ments is that there are so few of these systems, why bother with them at all. 
They are small and unimportant. But how small and unimportant are they 
when one considers that they offer the only form of competition to the large 
private utilities—a competition that will became really effective if they are able 
to receive Niagara Falls power at cost. I am not speaking of competition for 
their customers. We can’t and don’t want to take their customers. I'm speaking 
of the competitive effect of even a little lower-cost power in the area—lower cost 
to the consumers, 

With lower cost wholesale power the rural electrics will be able to pass on 
the benefits to their consumers in lower retail rates, which will have a healthy 
effect on rates in the whole area. If these systems are so small and so insignifi- 
cant, why do the large utilities oppose giving them preference in the marketing of 
the power from the Niagara project? It is only because they fear this little com- 
petitive influence; they want no competition in any way from these small con- 
sumer-owned systems or from anyone else. They want to control the cost of the 
rural electrics’ wholesale power supply so their retail rates cannot provide 
effective competition for them. 

Another argument which has been presented against preference is that it would 
discriminate against the 95 percent of the consumers in the State of New York 
who purchase their electricity from the private-power companies. This certainly 
is not so. The private companies would receive almost all the power from the 
project even if the rural electric and public systems received preference. Pref- 
erence would only enable the rural-electric systems to purchase their share of this 
power at the same cost as the large private utilities. I think the experience of the 
rural electric systems in the rest of the country will support this point. For 
the fiscal year ending June 30, 1952, the rural electric coops purchased only 
5.9 percent of all Federal power while the private companies purchased 20.7 per- 
cent, and private industry, 24.3 percent. This doesn’t sound like preference is 
denying the private utilities their share of this power. 

Also, if the rural-electric systems receive this power at cost, they would pass 
on the benefits to their consumers through reduced rates. This would not dis- 
criminate against the consumers served by the private utilities but would serve 
as a yardstick which would bring down the rates of all consumers. This could 
be the biggest benefit which those served by the private utilities could receive 
from this project. Therefore, all consumers would benefit from the competitive 
influence of preference. 

Does preference in the marketing of this power discriminate against 95 percent 
of the consumers in the State of New York served by the private companies when 
it offers the only effective means of providing the competition to bring their rates 
down? Do not those who oppose preference also oppose competition and free- 
dom of choice? Do they favor a perpetual monopoly? Should only five large 
private utilities benefit from public development of these waters? 

It is also pointed out that the 95 percent of the consumers in the State of New 
York served by the private utilities constitute the majority of those who will 
pay for the project since the State of New York and not the Federal Government 
will finance the project. Why, they argue, should these people have to pay for 
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power exported from their State? But would these residents of New York 
served by the private-power companies pay for the power delivered to preference 
customers outside the State of New York, but within economic transmission dis- 
tance of the project? They certainly would not ; those who purchased this power 
would pay for it and thus help amortize the Niagara Falls project. 

Do these waters and the benefits to be derived from these waters which are 
fed by waters arising along the borders of many States and fed by waters from 
within these States belong exclusively to the consumers of the State of New 
York? Established Federal power policy as administered by the FPC would 
never agree with this reasoning. The FPC in the license granted the Power 
Authority of the State of New York for the St. Lawrence power project states: 

“* * * This is a large and important waterpower resource in which the Nation 
is interested. Power from the proposed plant will cost less than power from 
other equivalent fuel-electric sources which could be constructed to serve the 
same market area. Under these circumstances, it is in the national interest to 
develop these water resources to serve broad public interests. In order to insure 
conformance with comprehensive plans of development, the power should be made 
available not only in New York State, where the generators are to be located, 
but within economic transmission distance in nearby States. Just where the 
feasible market area will lie is a matter for later determination. The licensee 
should make reasonable amounts of the power output available to neighboring 
States within this market area and in the event of disagreement over the alloca- 
tions which it makes for other States, the Commission should reserve the right 
to determine what allocations are reasonable and to secure compliance with this 
requirement. Also, as requested by the State of Vermont, the licensee should be 
required to deal with whatever bargaining agency may be established in the 
neighboring States within the market area for the purpose of disposition of the 
power allocated to such States.” 

It is fair to assume that the FPC will also require a portion of the Niagara 
Falls power to be allocated to other States within economic transmission dis- 
tance. Does such established policy discriminate against 95 percent of the people 
of the State of New York, or does it provide some of the benefits of these public 
waters—a Federal resource belonging to all the people—for the hundreds of 
thousands of consumers who happen to live outside the geographical boundaries 
of the State of New York? Even the bill pending here for private development 
of Niagara Falls power provides for allocation of a portion of the power to States 
within economic transmission distance of the project. 

We feel that the Congress itself must stipulate preference as a condition of any 
license the FPC may grant for construction and operation of the Niagara Falls 
power projects The Power Authority of the State of New York has consistently 
refused to give the rural-electric systems preference in the marketing of this 
power. We held several conferences with the former chairman, Mr. Burton, and 
his staff in an attempt to resolve this issue, but these meetings were unsuccess- 
ful. We hope the new chairman of the power authority, Mr. Robert Moses, may 
have different views on this matter. 

The FPC refused to include preference as a condition of granting the St. 
Lawrence license to the Power Authority of the State of New York. The FPC 
states on page 13 of its opinion, issued July 15, 1953: 

“* * * Tt is obvious, of course, that the Commission cannot lawfully impose 
conditions upon licensees which are not authorized by the Power Act since the 
preference condition is not expressly authorized and is out of harmony with the 
terms of the act, we find ourselves unable to impose it in this instance.” 

Therefore, we believe the Congress must instruct the FPC to stipulate pref- 
erence as a condition of granting a license to anyone for the construction and 
operation of the Niagara Falls power project. Because of the administration’s 
new partnership policy of developing our natural resources in cooperation with 
State and local interests where possible, we believe the consideration of this 
matter by the Congress is of even greater importance. We believe the Congress 
should affirm this established principle of Federal law as part of the State and 
local public development of our water resources. We hope this committee will 
see fit to do this. 

We support the Lehman-Roosevelt bills (S. 2966 and H. R. 7954) for redevel- 
opment of Niagara Falls power by the Power Authority of the State of New 
York. We believe these bills will protect the interests of the rural-electric 
systems within economic transmission distance of this project. 

Section 1 (c) (3) and section 4 (3) (a) state: 
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Section 1 (c) (3): “* * * that the power produced in such power works 
shall be distributed and sold as widely as possible and at the lowest possible 
cost to the consumer in accordance with established principles relating to the 
sale of power from projects constructed by the United States.” 

Section 4 (3) (a): “In contracting for the disposition of project power, 
(a) preference shall be given to States, counties, and municipalities, including 
their agencies or instrumentalities, and to cooperative or other organizations 
not organized or administered for profit but primarily for the purpose of supply- 
ing electric energy to their members as nearly as possible at cost, and to the 
Department of Defense, and other defense agencies, * * *” 

These provisions more nearly conform to the many Federal preference pro- 
visions which have been enacted over the past half century and which have 
been vigorously supported by Republican and Democratic administrations alike 
from Teddy Roosevelt to the present. 

We believe that those sections effectively provide that the rural electric 
systems will share in the benefits of this project through receiving preference 
in the marketing of the power. We believe, as we detailed previously, that 
this will provide the competitive stimulus in the Northeast which will result 
in lower rates for all the consumers. 

Also, these preference provisions are firmed up in the Lehman-Roosevelt bills 
by sections 4 (3) (B) and 4 (4), which read as follows: 

Section 4 (3) (B): “Arrangements and contracts for the disposition of project 
power shall be made sufficiently flexible and with suitable withdrawal provisions 
so that the foregoing recipients of preference, now or hereafter authorized by 
law to engage in the distribution of electric energy, may secure a reasonable 
share of the project power.” 

Section 4 (4): “Such transmission lines and related facilities shall be con- 
structed, or acquired by purchase or other agreement, as may be necessary in 
order to make project power available in wholesale quantities for sale on fair 
and reasonable terms and conditions to facilities owned by the Federal Govern- 
ment, rural consumers, public bodies, cooperatives, and privately owned 
companies.” 

Without the provisions of the withdrawal clause, the rural electric systems 
would be unable to obtain additional low cost power from this project to take 
care of their increasing loads. Also, sufficient transmission lines must be 
constructed to make the preference clause effective. Without this right to 
construct transmission lines, the preference would be little more than a paper 
threat. This is one of the problems faced by many of our rural electric systems 
today—lack of sufficient transmission lines to bring the preference power to 
their load centers where they can pick it up and distribute the benefits of the 
low-cost power to their former members. 

We believe section 4 (7) adequately provides for allocation of a portion of 
the power to States within economic transmission distance of the project. As 
we pointed out previously, we believe this provision is essential in order to 
enable those living outside the geographical boundaries of the State of New 
York to share in the benefits derived from these public waters. 

We hope this committee will see fit to support the Lehman-Roosevelt bills 
or else to amend the Case bill to include an effective preference provision. The 
rural electric systems in this area look to this committee and the Senate to make 
available to them some of these great resources they have in their area. In 
some of the areas affected by this project, this may be their only chance to 
benefit from low-cost hydropower. 

On May 15, 1953, when I testified before your committee, our association and 
the representatives of the local rural electric systems strongly opposed the 
Miller-Dondero-Capehart-Martin bills (S. 689 and H. R. 4351) providing for con- 
struction and operation of the Niagara Falls power project by five large New 
York power companies. We still strongly oppose these bills for the reasons I 
have mentioned here and for reasons emphasized in our testimony of May 15, 
1953, which is available to the committee. 

To give this great Niagara Falls billion-dollar resource to the power companies 
would be to, in effect, take several dollars out of the pockets of every man, 
woman, and child in the United States and give them to the rich utility stock 
investors of our country. We hope and pray you fine men and women of this 
committee and the Congress will not let that happen. 
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Exursit No. 1 


STATEMENT OF FEDERAL Power PoLicy ADOPTED BY THE NATIONAL RurAt BiLectric 
COOPERATIVE ASSOCIATION Fespruary 1, 1951 


A midcentury review of present policies with certain proposals relating to the 
development and control of electric power by the Federal Government and a 
means of conserving natural resources, developing the national economy and pro- 
moting national security. 

(Published by the National Rural Electric Cooperative Association, Washington 
6, D. C.) 


INTRODUCTION 


A study of Federal legislation and court decisions of the past 50 years relating 
to the interest of the Federal Government in the production and distribution 
of electric power reveals basic principles which form the foundation for the 
Federal power policy as outlined herein. Because of the very nature of the 
Government’s programs of river development, this policy is not static and in- 
flexible ; on the contrary, like the projects in which it finds expression, the policy 
is dynamic and constantly growing. 


“IN A NUTSHELL” 


The established power policy of the United States embraces the development 
of our country’s potential hydropower and its sale and delivery at wholesale 
to load centers at the lowest possible cost consistent with sound business prin- 
ciples, first to public bodies and cooperatives and then to others. 

Multipurpose dams.—River development projects undertaken by the Federal 
Government should include optimum benefits of flood control, irrigation, soil and 
forest conservation, power production, improvements to navigation and mu- 
nicipal water supplies, stream pollution abatement, promotion of fish and wild- 
life resources, recreational and cultural facilities, salinity control, etc., em- 
phasis to be placed on the development of those benefits which best suit the 
economic needs of the greatest number of people. 

(In undertaking the development of flowing surface waters there seems to be 
no reasonable justification for neglecting to develop or to make possible future 
development of all benefits to be derived from such waters. ) 

Planning for ultimate development.—Comprehensive plans for the ultimate 
development of the principal river basins should be undertaken and completed 
as soon as practicable and no public or private works should be undertaken which 
would not be in harmony with such plans. Concomitantly, studies of secondary 
river basins, adjacent to the principal river basins or to each other, should be 
made on a regional or other geographic area basis to determine which streams 
when fully developed would contribute greater benefits to the national welfare 
than they do in their natural or present state of development. Comprehensive 
plans for the ultimate development of such streams should likewise be formu- 
lated as soon as practicable. 

(This proposed planning is a necessary adjunct to a well-rounded power pro- 
gram as well as to all other programs of water-use development.) 

Eprror’s Nore.—Background of the preparation and presentment of this state- 
ment deserves mention. During the midyear board of directors meeting of the 
National Rural Electric Cooperative Association in July of 1949, an extensive 
study and review of the legal basis and administrative policies of the Federal Gov- 
ernment in the development of electric power resources was proposed. Particular 
attention was directed to principles in the disposition of wholesale power pro- 
duced by the Federal Government. 

A month later the association’s president, Clark T. McWhorter, of Blair, Okla., 
presented a general statement of the preliminary findings before the American 
Institute of Cooperation at Madison, Wis. During the following 18 months, more 
intensive research was carried on to segregate all the elements of administrative 
practices, judicial decisions and laws adopted by Congress affecting Federal power 
policies. These elements were then related and examined to develop a com- 
prehensive and consistent Federal power policy pattern. 

The NRECA board of directors approved, with modifications, the first drafts 
of this pattern in March and July of 1950. The association’s executive committee 
subjected these drafts to further consideration at meetings in May and November 
of that year. 
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The final statement had been revised, expanded and modified several times to 
reflect the real views of rural electrification leaders throughout the Nation during 
the 18 months it was in preparation. In this form, it was distributed to all mem- 
ber systems of NRECA before the association’s 1951 convention convened in 
Cleveland, Ohio. It was posted for consideration of all voting delegates before 
being presented for adoption there. The statement received unanimous approval 
of the convention, and has been described as a “fair and reasonable policy to 
which all elements can subscribed.” 

Evaluation of benefits—In the planning stages the economic value of a river 
development project should be determined by giving full consideration to all 
benefits to be derived from such project, including besides flood control, naviga- 
tion, irrigation, and power benefits, such secondary benefits as soil and forest 
conservation, stream pollution abatement, fish and wildlife promotion, water 
salinity control, recreational and cultural facilities, and all other direct or asso- 
ciated benefits which can be evaluated. 

Selection of projects.—Since it is impractical and inadvisable to develop simul- 
taneously all potential river development projects in the country, it is the con- 
tinuing responsibility of Congress to select from time to time from completed 
plans the projects or parts of projects which it determines should be currently 
developed and by authorizations and appropriations to direct their construction 
and operation. 

(The Bureau of Reclamation of the United States Department of the Interior 
and the Corps of Engineers of the Department of the Army have plans for the 
development of many streams not yet developed but such plans for the most 
part required specific legislative authorization before they were undertaken. 
Neither agency, nor any other agency, has been authorized to make compre- 
hensive plans for all watersheds of the country. The President’s Water Re- 
sources Policy Commission in its first report has pointed up the necessity for 
such comprehensive planning.) 

Marimum power development.—Power production should be recognized as a 
legitimate primary purpose of some river development projects. Whenever the 
primary purposes do not include power production, the construction and opera- 
tion of such project shall include optimum development of all potential hydro- 
power benefits as a secondary purpose. (Cf. Reclamation Act of 1906, Boulder 
Canyon Project Act of 1928, Tennessee Valley Authority Act of 1933, Bonneville 
Act of 1937, Fort Peck Act of 1938, Reclamation Project Act of 1989, and Flood 
Control Acts of 1938, 1944, and 1945.) 

Fuel-burning plants.—Hydropower developments should be supplemented with 
fuel-burner powerplants whenever the anticipated needs of the area served or 
whenever optimum utilization of water for power productive purposes requires 
them (TVA—New Johnsonville steam plant, 1949). 

Power development by private enterprise.—Hvdropower potentialities of rivers 
belong to the people and the development of such potentialities should be for the 
best interest of the people. Devlopment of hydro sites, therefore, solely for 
power production purposes by private enterprise or non-Federal agencies may 
may be undertaken only when such development will not interfere with the 
ultimate comprehensive regional or river basin development, which because 
of size and complexity of purpose can be properly undertaken only by Federal 
agencies. (Cf. Licensing Provisions of Federal Power Commission, Federal 
Water Power Act of 1920, and Federal Power Act of 1935. See also the corporate 
powers of the Tennessee Valley Authority, TVA Act of 1933 and the amendment 
of August 31, 1935.) 

Lowest possible rates.—Power generated from Federal power projects should 
be delivered to load centers and sold at wholesale at the lowest possible rates 
consistent with sound business principles in order to secure for the ultimate 
consumer the benefits of low-cost power. (Cf. Tennessee Valley Authority Act 
of 1933, Bonneville Act of 1937, Fort Peck Act of 1938, Flood Control Act of 1944.) 

Preferences.—Preference in the sale of electric energy produced at Federal 
power projects should be given to public agencies and cooperatives to insure the 
benefits for the general public and particularly for domestic and rural con- 
sumers. (Cf. Reclamation Act of 1906, the “Raker Act” of 1913, Federal Water 
Power Act of 1920, Boulder Canyon Act of 1928, Tennessee Valley Authority Act 
of 1932. Rural Flectrification Act of 1936, Bonneville Act of 1937. Fort Peck Act 
of 1938, Reclamation Project Act of 1939, Flood Control Act of 1944.) 

Transmission lines.—Federally owned powerplants whenever practicable 
should he interconnected. coordinated, and integrated with each other and with 
wholesale load centers by adequate transmission lines to provide maximum 
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power benefits from such facilities to preferred users and others in order to 
encourage the widest possible use of electric energy and to prevent the monopoli- 
zation thereof by limited groups. Such lines, like other parts of a generation 
system, should be self-liquidating. (Cf. U. 8. v. Gratiot (14 Pet. 526); U. 8. y. 
Beebe (127 U. 8. 338) ; Cam/field v. U. S. (167 U. S. 518) ; Light v. U. S. (220 U. 8. 
523); Ruddy v. Rossi (228 U. 8S. 104). Also the Bonneville Act of 1937, Fort 
Peck Act of 1938, and Flood Control Act of 1944.) 

Allocation of costs—The capital costs of multipurpose river development proj- 
ects should be allocated in direct proportion to the evaluation of the benefits 
to be derived from such projects. 

Repayment of costs——Repayment of such costs should be made insofar as 
practicable by the direct beneficiaries of the respective benefits. Subsidies by 
the Federal Government and sharing of repayment burdens as between various 
classes of beneficiaries should be kept to a minimum. 

Power marketing agencies.—The executive agencies of the Federal Govern- 
ment which are authorized to dispose of electric energy supplied from the opera- 
tion of Federally owned projects should have broad authority in making market- 
ing arrangements. It is important, therefore, that such marketing agencies 
should be generally permitted to defray out of current revenues the costs of 
normal and emergency operations and maintenance, to purchase power, to enter 
into power exchange agreements and to construct and lease such facilities as 
are necessary or expedient for properly carrying out their functions, provided 
that Congress retains continuing responsibility for authorizing major capital 
improvements on such projects. 

Loan funds.—In financing the construction, operation, and maintenance of 
power generation, transmission and distribution facilities, preferences in the use 
of appropriated loan funds should be given to States, Territories, and subdivi- 
sions and agencies thereof, municipalities, peoples’ utility districts, and coop- 
erative, nonprofit and limited dividend associations. (Cf. Rural Blectrification 
Act of 1936.) 

National defense —Whenever optimum power development in a river develop- 
ment project would seem to result in power capacity greatly in excess of present 
usable demand, the cost of developing such excess power capacity should be 
allocated in some measure to national defense. Reserve power capacity is as 
necessary for national defense as any stockpile of a commodity which would 
be in short supply in event of war. 
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Exnurtsit No. 2 


Statistics on REA co-ops in New York, Ohio, and Pennsylwania within economic 
transmission distance of Niagara Falls power project 


[Figures are official REA figures as of hee. 31, 1951, the latest information available] 




















> 
. . Kilowatt- 
Number of Miles “ 
consumers | energized hours pur- 
chased 
NEW YORK 
Otsego Electric Co-Op., Inc., Hartwick 1,092 448 4, 000, 400 
Delaware County Electric Co-Op., Inc., Delhi_. 1, 208 446 4, 586, 800 
: Steuben Rural Electric Co-Op., Inc., Bath. 1, 293 506 3, 400, 592 
Chautauqua Cattaraugus Electric Co-Op., Cherry Creek 284 130 1, 021, 500 
Oneida Madison Electric Co-Op., Inc., Bouck ville. 384 152 1, 277, 681 
. Total_...- a ; ’ 4, 261 1, 682 14, 286, 973 
j OHIO 
a Delaware Rural Electric Co-Op., Inc., Melaware -. 1, 280 300 5, 293, 920 
! Marion Rural Electric Co-Op., Inc., Marion _- 1,518 409 6, 634, 119 
Holmes Rural Electric Co-Op., Inc., Millersburg --. 4, 145 976 16, 824, 480 
ae} Belmont Electric Co-Op., Inc., St. Clairsville _- 5, 971 1,376 14, 091, 099 
2 Licking Rural Electric, Inc., Utica_ 4, 807 1,397 17, 227, 200 
“4 Union Rural Electric Co-Op., Inc., Marysville - 1,772 469 6, 420, 720 
2 Tuscarawas Coshocton Electric Co-Op., Coshocton 3, 045 269 10, 028, 986 
. Lorain Medina Rural Electric Co-Op., Wellington 4,244 690 21, 408, 723 
Morrow Rural Electric Co-Op., Inc., Mount Gilead 1,974 511 8, 351, 160 
North Central Electric Co-Op., Inc., Attica 4, 592 1, 137 20, 586, 394 
South Central Rural Electric Co-Op., Lancaster 6, 965 1, 851 21, 741, 957 
Tricounty Rural Electric Co-Op., Napoleon 1, 880 436 6, 056, 390 
Logan County Co-Op. Power and Light Association, Inc., Belle- | 
fontaine. ma Cok = : 1, 428 425 5, 609, 200 
North Western Electric Co-Op., Inc., Bryan _-- : 2, 275 611 8, 410, 500 
Lake Erie Electric Co-Op., Inc., Kelleys Island ! 210 . 145, 800 
Firelands Electric Co-Op., Inc., New London 3,101 642 13, 795, 200 
Carroll Electric Co-Op., Inc., Carrollton 2, 936 TO4 9, 674, 650 
Uniced Rural Electric, Kenton 2, 347 590 8, 752, 000 
Guernsey Muskingum Electric Co-Op., Inc., New Conecrd 5, 135 1, 459 13, 424, 141 
Hancock Wood Electric Co-Op., Inc., North Baltin ore 4, 385 1, 162 18, 741, 300 
Washington Electric Co-Op.., be Marietta 3, 991 1,189 7, 886, 100 
Ohio Midland Light & Power Co., Canal Winchester 12, 520 875 64, 370, 253 
0 ee ae 80, 501 18, 276 305, 474, 242 
PENNSYLVANIA 
Northwest Rural Electric Co-Op. Association, Inc., Cambridge 
Springs c 7, 247 1, 490 24, 245, 375 
Southwest Central Rural Electric Co-Op. Corp., Indiana 6, 980 1, 629 15, 879, 360 
Sullivan County Rural Electric Co-Op., Inc., Forksville 1, 565 427 | 3, 590, 902 
Tri-County Rural Electric Co-Op., Inc., Mansfield 5, 545 1, 524 | 15, OA8, 920 
Clearfield Electric Co-Op., Inc., Clearfield. 3, 318 | 847 5, 824, 000 
Claverack Electrie Co-Op., Inc., Towanda__. 4, 994 1, 667 14, 396, 840 
Central Electric Co-Op., Inc., Parker. - 7, 940 1, 723 | 19, 496, 000 
Warren Electric Co-Op., Inc., Youngsville. 2, 367 637 4, 897, 800 
Valley Rural Electric Co-Op., Inc., Huntingdon. 5, 651 1, 233 | 12, 536, 043 
Somerset Rural Electric Co-Op., Inc., Somerset_._._. 3, 488 1, 031 10, 799, 000 
Jefferson Electric Co-Op., Inc., Brookville 2, 903 829 5, 941, 810 
Bedford Rural Electric Co-Op., Inc., Bedford _- ty 2, 489 656 | 7, 745, 949 
Adams Electric Co-Op., Inc., Gettysburg... __- 5,175 1, 367 | 14, 456, 420 
Total ____- , “= : aah 5 ndak 59, 662 15, 060 154, 878, 419 
Grand total.... Men eapeserees Se Tage a ES 144, 214 35, 010 474, 493, 834 


' These figures are for July 1953, through January 1954, since it is a rew ec-»p. 
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Exutsit No. 3 


Wholesale power costs of rural electric systems for year ending June 30, 1952, 
én order of decreasing cost 


Coat in cente Cost in cents 


IN oes sctnucagaptiodcs tas tamainene ake aaee 0. 8&5 
Kentucky 
New Jersey 4 Wyoming 
Wisconsin ill : North Carolina 
tiated ncteiilinaiati iy ‘ Virginia 
North Dakota____ “ California 
New Mexico 
South Carolina____--~ ~~. a ee oy 
Michigan : Arizona 
Vermont ‘ Georgie... .nn.siccs pbietneks etsatlaia btn 
ae a em ; Oklahoma : 
New Hampshire ; rhe he eer ee Se 
New York e ‘ I sas dani i otpnieaiiienaiilinmaceteaitn 
Pennsylvania 
Maryland ; 
Florida ‘ Mississippi 
Montana 


West Virginia 
Nebraska 


7 Woasieagtae isin esi ins, ea 
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Mr. Exuis. Mr. Chairman, the National Rural Electric Cooperative 
Association, as you know, is the service organization of the rural elec- 
tric systems of the entire United States and including Alaska. We 
represent approximately 900 of the rural electric systems, serving over 
314 million farm families and rural establishments throughout the 
country, including most of them in the State of Pennsylvania, in your 
home State, Senator Martin. 

A few weeks ago these rural electric systems met in a national 
meeting, their annual meeting, at Miami, Fla., and considered the Ni- 
agara proposed development again, and again passed resolutions con- 
cerning the Niagara proposal. 

I have listed in my statement those resolutions. 

Recently, on February 26 and 27, 1954, there was held also in 
Albany, N. Y., a meeting of a large number of organizations. I have 
them listed on page 3 of my statement. You will note they included : 

The Electrical Workers, CIO 

The Farmers Union of the New York Milkshed 

The International Brotherhood of Paper Makers, A. F. of L. 

International Association of Machinists, A. F. of L. 

Municipal Electric Utilities Associations of New York and 
Massachusetts 

Northeast Rural Electric Co-op Association 

Textile Workers of America, CIO 

United Auto Workers, CIO 

United Gas, Coke & Chemical Workers, CIO 

United Stone & Allied Products Workers, CIO 

Vermont Cooperative Council 

Vermont State Farm Bureau 

Vermont Federation of Labor, A. F. of L. 
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These organizations also studied, considered the proposed Nisgara 
development and went on record concerning it in a resolution which 
I have quoted here on page 4 of my statement. 

The CuarmrMan. When was this meeting held ? 

Mr. Exxis. This last month, February 26-27. 

The Cuarrman. Now, Mr. Ellis, you appeared before the joint 
hearings. So confine your remarks to things outside of what you 
testified to before the joint hearings. 

Mr. Exuis. Thank you, sir. 

The CHarrMan. I am saying this because it is better for you and it 
doesn’t get the record so voluminous and it makes it easier for the 
committee. 

Mr. Exiis. Since our app sarance at the joint hearings we have 
prepared a map showing the cost of power by States on the average 
to the rural electric systems. 

I appreciate this can’t go in the record, but we would like to leave 
three copies of this map with your committee. 

The Cuairman. Is that all the copies you have? 

Mr. Exuis. We can supply more. 

The Cuarrman. If you could, I wish you could supply a total of 14. 
I would appreciate it 1f you could opel that many because when we 
come to consider this then each member of the committee would have 
a copy of it. 

Mr. Exuis. Thank you, sir. 

(The map referred to is shown on p. 248.) 

The Cuarrman. What we are trying to do is get information. 

Mr. Exuis. Yes, Senator. 

I am trying to give you this up-to-date information on the cost of 
power, which the rural electric systems are having to pay throughout 
the several States, and I have this listed as exhibit No. 3 of my state- 
ment, at the back—it is the very last sheet, in which I have listed the 
States in which there are rural electric systems purchasing power and 
in which I have listed the cost they pay for this wholesale power. 

You will note that most of the hi fest cost States, so far as the rural 
electrics are concerned, are New York, New England, Pennsylvania, 
New Jersey, Ohio, and that general area. 

There are other States within that area of high wholesale power 
costs, but most of them are States in the extreme north, some of them 
outside of fuel-supply areas which exist in Pennsylvania and Ohio. 

Our late figures also show that whereas on the average our rural 
electric systems have to pay out 32 percent of their gross revenue per 
year for wholesale power, in this general area which I have mentioned 
that percentage runs 35 to 45 percent. 

The power situation, both cost and supply, is not getting better so 
far as the rural electric systems are concerned in this northeastern 
area of the United States. 

We have done some research to determine, as of the latest figures 
we now have, how much the savings would be to the rural electric 
systems if this power were developed according to plans heretofore 
made and discussed for a public agency to construct and operate the 
project. 

Our figures indicate that, based on the amount of power which our 
rural electric systems in the affected area within an economic trans- 
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AVERAGE COST PER KWH OF ENERGY PURCHASED BY REA 
BORROWERS FROM ALL SUPPLIERS, BY STATES 
FISCAL YEAR ENDED JUNE 30, 1952 
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mission distance of Niagara used last year, they would save nearly 
$3 million a year by being able to purchase Niagara power. 

The CHamman. Mr. Ellis, have you taken into considerat.on taxes / 

Mr. Exuis. No; we took into consideration—— 

The CuarrMANn. You must not forget that the people that you repre- 
sent are among the high taxpayers of our country. The little fellow 
in America is the big taxpayer. 

Mr. Exuis. Yes, sir. 

The Cratrman. We often think about taking all the revenue that 
some of these big men have, but if we would take everybody that has 
an income over $20,000 a year, take all of it, it would run our Govern- 
ment about 5 months out of the year, if you would take it all. 

Now, we are either going to become a socialistic country, where 
our individual freedom is lost, or we will maintain the free enterprise 
system, and I wanted you to take that into consideration because you 
have a responsibility in this thing, just as we have, because you repre- 
sent a great, large segment of American workers, taxpayers, farmers, 
small industries, and so forth. 

So, I want you to take that into consideration because you have 
a responsibility, just the same as we have. 

As long as we are going to have the position in the world that 
we have now, so far as defense is concerned, we must have an enormous 
amount of revenue. Personally, I want to cut it down, but the 
majority of our people don’t favor that. 

I was on television last night on this matter of defense, and I have 
favored defense all my life, but I feel that we have got to take even 
a chance on our defense in order to cut down the cost of government. 

As long as we have deficit spending and go in the red every year, 
it hurts your people more than it does the rich people. The rich men 
speculate and inflation is a speculator’s period, but the folks with 
fixed incomes, like yourself, need to have a stable dollar. 

Off the record. 

(Off the record.) 

The Cuamman, All right; go ahead. 

Mr. Ext1s. Yes, sir. 

If I may say just one word with regard to that statement you made. 

The CHamman. All right. 

Mr. Eris. These Federal power facilities, as you know, are paid 
off over a period of years, usually with interest by the people who 
use the power. It would, therefore, be my contention that this is 
in the nature of an investment by the Federal Government, not an 
expenditure and this would not tend to increase the people’s taxes. 

The Cuatrman. If this is done by the Federal Government, would 
you favor making the cost high enough to take care of Federal taxes 
and also taxes in the State of New York? 

Mr. Exis. I don’t think that our association has a position on that, 
but 

The CuHatrman. Wait a minute. Shouldn’t you consider those 
things? 

You represent an enormous number of people, and you have a 

responsibility and I am just asking for information because.this com- 
mitte has a hard proposition here. 

We have three plans. One is private investment, another is to be 
done by the Federal Government, and another is by an authority of 
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the State of New York, and I am just asking you for information. 
We want to do the right thing. 

Mr. Exits. I think we need in every section of the country-——— 

The Cuamman. Pardon me. 

Off the record. 

(Off the record.) 

Senator Stennis (presiding). You may proceed, Mr. Ellis. 

Mr. Exuis. If I may pursue the answer to Senator Martin’s 
question—— 

Senator Srennis. Yes. 

Mr. Exuis. I feel, personally, very strongly—our association, as | 
say, has no position with regard to taxes on Niagara should the State 
government develop it, but I feel very strongly every section of the 
United States should have a Federal yardstick of some kind, and I 
feel with such yardstick there would be far more savings and more 
revenue going into the Federal Treasury in taxes than if that yardstick 
does not exist. 

There is one vast area of the United States that has no such yard- 
stick. It is the area generally from Minnesota, around the Great 
Lakes, east to the Atlantic seaboard, including New York, New Eng- 
land, New Jersey, Pennsylvania, Ohio, and one can take but a glance 
at this map which we have submitted to you and see that that is the 
area wherein, even though part of the area has vast supplies of coal 
from which the electricity is generated, the rural electrics have to pay 
such enormously high rates, such terrifically high rates, even though 
right across the river, in Canada, in Ontario, there exist rates which 
are far less than what they are in New York State. 

Senator Stennis. Is this in Canada privately or publicly owned ? 

Mr. Exxis. It is publicly owned, by the Ontario Hydro Authority. 

Furthermore, still pursuing the question, the private power com- 
panies anywhere in the United States, except in the TVA area, which 
is all Federal plus locally owned distribution, where there are Federal 
developments, usually purchase substantial quantities of the power 
developed. 

We have done a pie chart here, from figures of the Federal Power 
Commission showing where the Federal power that is developed in 
this country issold. It is all wholesale, as you know. This pie chart 
shows the commercial utilities are among the largest purchasers of this 
Federal power. They purchased for the fiscal year 1952, the latest 
available figures, 20.7 percent of it. The municipalities purchased 
26.8 percent. 

Now, this chart includes TVA and all of the country where there is 
Federal power. 

(The tout referred to is as follows :) 
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or Mr. Exxis. Big aluminum companies and other big industries that 
n buy direct the wholesale power direct from the Government purchased 
rt 24.3 percent of it; Federal agencies, Atomic Energy Commission, and 
is the like, purchased 11.8 percent of it. The electric co-ops purchased 
st only 5.9 percent. 
d Now, 1f we don’t have a preference clause in this law, whatever law 
is passed, permitting the development of Niagara, the rural electric 
is system simply won’t have access to that power of Niagara on the same 


basis that they have to the Federal power projects around this country. 
We won't get the benefits as we are getting in other parts of the coun- 
try. We won't be able to buy even this small percentage that we are 
getting here because it takes the preference clause, firmed up with the 
right to build transmission lines and with the opportunity of making 
wheeling contracts in lieu of transmission lines in order to make the 
preference clause effective. 

Now, it is true that New York State has a sort of preference clause, 
but we have been over and over that ground. I don’t propose to go 
back over it here, but it simply won’t work so far as the rural electric 
systems are concerned, so far as guaranteeing to the systems a fair 
share of the power from the project. 
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This preference clause is not a preference clause. It is not a prefer- 
ence clause in any way. 

Senator Srennis. You mean the New York State clause is not 
workable ? 

Mr. Exxs. No, sir. 

Senator Srennis. You are talking about the New York statute? 

Mr. Exuis. I am talking about the New York statute. 

We have had several conferences with the officials of the New York 
Power Authority. I see Mr. Goetz in the room, who is attorney for 
the New York Power Authority, and we are now of the, I think, 
unanimous opinion that it simply is not good and even if it were, it 
applies only to New York State and not to the area beyond New York 
State. 

We have got to have a Federal type preference clause, and if any 
bill is passed here, in our opinion, it should require the Federal 
Power Commission to insert a Federal type preference in the license. 

Senator Srennis. You want that in any type bill that may be 
passed ¢ 

Mr. Exxis. Any type. 

The Federal Power Commission, as you know, has recently licensed 
the State of New York to build the power facility of the St. Lawrence. 

Senator Stennis. Yes. 

Mr. Exits. We pleaded 

Senator Stennis. Pardon me just a minute. 

Senator Morse, as you know, this is Mr. Ellis. 

Senator Morse. I know. 

Senator Stennis. He is representing the National Rural Electric 
Co-ops. He has a statement here and has entered it in the record and 
is hitting the high points. 

Senator Martin had to be away. He is hoping to return. 

Pardon the interruption, Mr. Ellis. Go ahead. 

Mr. Extis. The Federal Power Commission recently, as I said, 
licensed the State of New York to build the power facility of the St. 
Lawrence, and even though the rural electrics pleaded, and so did the 
municipally owned systems, New York, New England—and Mr. Alex 
Radin, manager of the American Public Power Association, who is in 
the room, spoke for them—even though we all pleaded for the Federal 
Power Commission to write a preference provision in the license, that 
is, requiring whomever would accept the license to recognize the 
Federal type preference, the Federal Power Commission said it did 
not have such authority, and I have cited here, on page 15 of my 
statement, the FPC’s statement to that effect. We think it did have 
such authority, but it said it didn’t. 

Now, we want this committee to make sure that it has such authority 
in the ‘granting of any further licenses for the development of St. 
Lawrence-Niagara power, or Niagara power, insofar as this bill is 
concerned. 

None of the bills pending here, except the Roosevelt-Lehman bill, 
has any provision for preference that would be of material help to the 
rural electric systems. 

None of the bills, except those, is acceptable to the rural-electric 
systems, 

Inasmuch as Senator Lehman and Congressman Roosevelt are 
Democrats, I think I should tell you that when there was held recently 
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at Albany this conference which I mentioned earlier, represented by 
many organizations of labor, farm, municipally owned systems, elec- 
tric cooperatives, Mr. Burton, who was chairman then of the New York 
Power Authority, appeared before the group and indicated that he 
was probably the only Republican there—some 150 representatives 
of these organizations were there—and after he had finished someone 
asked those of the group who had voted for Eisenhower for President 
to hold up their hand, and I am informed that most of them held up 
their hands. 

So, I am trying to say to you that there is nothing political in what 
I am saying here that the rural electric systems of New York, New 
England, Ohio and all of that vast area that would be affected by the 
Niagara development are for the Lehman-Roosevelt bill and they are 
against these other bills. 

Now, here sit this large group of representatives of Pennsylvania, 
New York, who were introduced earlier. If any of them disagree with 
that statement, they certainly can say so. 

There is nothing political in our statements here as to the bills which 
the rural electrics support. 

This is a public resource. It is a public responsibility. You cannot 
shirk your responsibility. 

If you don’t nail down in any license that you authorize to be issued 
what is to be done with preference clause, the Federal Power Com- 
mission has already said that it cannot grant any preference clause 
because it has no such authority in the Federal law, it says. 

We see by the press dispatches within the last few days that the 
Federal Government is now to spend some $14 million controlling the 
waterflow at Niagara Falls, and the Federal Government is going to 
continue to be responsible for that resource and that development 
there. 

If the Federal Government is going to be responsible for such ex- 
penditures, it certainly ought to protect itself, we think, in this bill 
that is going through this committee. 

Now, if the Case bill is to become law, we would urge that this com- 
mittee, and we certainly don’t want the Case bill like it is, for it 
doesn’t protect the rural electric systems, stipulate that the Federal 
type of preference, equality, we call it; we can’t purchase any power 
without it in most areas, be written in. 

The rural electric systems couldn’t build transmission lines to Niag- 
ara. You have got to have authority for transmission lines to deliver 
the power out to the load centers, where we would purchase it, where 
the municipals would purchase it and where the private power com- 
panies would purchase it—and that is the cheapest. way to do it, to 
send it out over those transmission lines, which would be paid for by 
the people who use the power. oi fares 

You have got to have some better provision in here for guaranteeing 
some of this power will be sold to other States than we see in any of the 
bills except the Roosevelt-Lehman bill. ; : 

If preference is weakened in the Niagara situation, as it has already 
been weakened in the St. Lawrence, by the granting of the license that 
doesn’t contain it, then the Federal power program will be weakened 
in every State of the Union, in our opinion, and the rural electric 
systems will be injured in every State in this Union. 
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Senator Stennis. That is if preference is not given. Now, when you 
say “preference” you are speaking, of course, of your association, but 


do you have a number of little towns up there that would need this 
same preference ? 

Mr. Exxis. Yes. 

Senator Srennis. In that area, I mean? 

Mr. Ex.is. Yes, Mr.Chairman. There are a large number of mostly 
small municipally owned systems in the area affected by Niagara, in 
Ohio, Pennsylvania, and New York, mostly. 

We think the Federal type preference clause should be required, and 
1 refer to that long line of Federal preference cases or acts of Congress 
beginning with the reclamation acts of 1902, 1906, the Federal Power 
Act of 1920, the TVA Act, the Fort Peck Act, the Bonneville Act and, 
finally, the Flood Control Act of 1944, and particularly section 5 of 
the Flood Control Act of 1944 contains the preference, the preference 
or equality clause as we prefer to refer to it. 

We think that this resource is worth around a billion dollars. By 
this resouce we mean the Niagara undeveloped power that can be de- 
veloped without destroying the scenic beauty of Niagara Falls. 

If this resource is given to five New York power companies, as the 
House of Representatives has already proposed, you are going to be 
taking dollars, and several dollars, out of the pockets of every little 
child, of every widow, of every farmer, of every worker in America 
and putting those dollars into the pockets of the big investors of 
America. 

That is what it amounts to, and we hope and pray that you fine men 
and women of this committee and the Congress simply won’t permit 
any such thing as that to happen. 

Off the record, Mr. Chairman. 

Senator Srennis. Yes. 

(Off the record.) 

Senator Stennis. Thank you very much for the statement. 

What is the objection to this preference clause for the REA co-ops 
on the part of the sponsors of these other bills? 

I haven’t been present at all the hearings. 

Mr. Ex.is. The Roosevelt-Lehman bill has the preference set out. 

Senator Srennis. Yes; I remember that. 

Mr. Exuis. I have quoted that here. 

Senator Stennis. What is the objection on the part of the pro- 
ponents of the other bills to that preference clause that would give 
you a fair play there with reference to getting your electricity ? 

Mr. Extis. Well, if their real objective is not. to turn the power over 
to the power companies, we don’t think they have any objection be- 
cause it is a Federal law; it is recognized; it has been supported by 
all administrations, Republican and Democratic, for 40 years. 

Senator Srennis. Yes. 

Mr. Exxts. Now, they haven’t told us any objection which they have 
to this. 

Senator Srennis. All right. 

Senator Morse. 

Senator Morse. Mr. Chairman, I am a little disturbed about the 
time element. I am going to request, for the record, that Mr. Ellis 
be recalled at another date because, Mr. Chairman, we are joining an 
issue here this morning on the basic question, as far as I am concerned, 
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of the development of power in this country at those sites where the 
American people have a vested interest in the electric potential of the 
site. 

I have no quarrel with the development of private utility power by 
private utilities at low-head dam sites My quarrel is with the de- 
velopment of private utility power at sites, which I do not think we 
can possibly escape, belonging to all the people of this Nation, and 
Niagara Falls happens to be one. 

We get the same thing in various parts of the country, in your sec- 
tion of the country, in TVA, in my section of the country, Florida, and 
elsewhere, where you have great potential electrical power sites, in 
which, in my judgment, not only our generation but future genera- 
tions of Americans have a vested interest, and this matter of pref- 
erence, in my judgment, must be gone into very thoroughly by this 
committee. 

I am going to be no party, let me assure the members of this com- 
mittee, in rapidly passing this bill on the floor of the Senate until we 
have made a record here in this committee on which the various points 
of view of the committee can stand. 

Last year when the Governor of New York was here I asked him a 
series of questions on this whole matter of preference. It happened 
then, too, that we were stopped on the time element; and, so, the Gov- 
ernor of New York, through appropriate assistants, filed, and it is 
in the record, an answer to a long series of questions I put to him, some 
20 questions, on this matter of preference. 

We have a witness here this morning who is exceptionally well 
qualified to discuss the preference issue, and I am going to respectfully, 
for purposes of the record, here and now, request the chairman and 
my colleagues that he be called at a later date because I can’t be 
expected to examine this witness in any such time element as that 
which confronts me this morning. 

Senator Stennis. Yes. 

Senator Morse. And I want to make a record on this preference 
matter. 

That is all I am going to say to this witness. He can go to the plane 
now as far as I am concerned. 

Senator Stennis. Thank you, Senator Morse. 

Mr. Ellis, you will be happy to return ? 

Mr. Exxas. I will be happy to return. 

Senator Stennis. I will join with Senator Morse in requesting that 
you be given additional time. 

Mr. Exuis. Thank you, sir. 

I apologize for this plane schedule, but that meeting was set before 
they gave us this notice. 

Senator Stennis. Yes. 

Mr. Extas. Now, may I ask you one other thing: We have under- 
stood that you are planning to hear some of our people from this Ohio, 
New York, New England area. We have only heard it indirectly, 
but we certainly want to request that these people be heard. They 
want to be heard. They feel they must be heard and, as yet, they 
have been told they cannot be heard, we understand. 

Senator Srennis. Of course, the present occupant of the chair 
doesn’t know about that. 
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Mr. Bassett, what about that? 

Senator Morse. Mr. Chairman, I have a comment to make on that 
after the witness is excused. 

Senator Srennis. All right. 

Before you leave, do you have an extra one of those circular graphs 
there ? 

Mr. Exuis. Yes, and we are going to send up enough for all members 
of the committee. 

Senator Stennis. All right. 

Maybe you will want to keep that one now. 

Mr. Extis. No. 

Senator Morse. Now, Mr. Chairman, if I may make a very brief 
statement, I beg the Chair’s indulgence. 

Senator Stennis. Senator Morse. 

Senator Morse. Irrespective of whether a single other person on 
this committee agrees with me or not, agreement is quite immaterial 
to the representative of the Independent Party when he is concerned 
with what he thinks is a public issue. 

I happen to believe the bills on the public power are bellwether bills. 

Senator Stennis. Senator Morse, would you yield just a moment 
before Mr. Ellis leaves? 

He is having to get away. 

The staff informs me here there has been no completion of the sched- 
ule of witnesses, that no one has been denied or precluded from 
appearing, and I assume the committee will certainly consider these 
Pi 

Suppose you file it in a written form, Mr. Ellis. 

All right, Senator Morse. Excuse that interruption. 

Senator Morse. I think we are dealing here with some bellwether 
bills. I think the precedents that are established in this legislation 
in connection, for example, with the preference are going to have a 
tremendous policymaking effect on various proposals for a change in 
a 50-year public-power program in our country. 

I do not think sufficient attention has been given, as I did not think 
last year when the Governor of New York was before us, to the pref- 
erence provisions, or lack of preference, that we may enact in con- 
nection with Niagara power. Therefore, I, for one member of this 
committee—and I can be outvoted, of course—am going to argue for 
a detailed and full record of hearings on this preference matter. 

T have already made clear in the record that I want Senator Lehman 
and I want Congressman Roosevelt brought back before this commit- 
tee for at least 2 days of examination that I intend to give them, 
because we are dealing not with New York power alone, not with New 
England power alone; we are dealing with some basic power prin- 
ciples. These bills are going to affect every State in this Union, 
because you can’t establish certain precedents that would be estab- 
lished if you adopted certain legislation on this matter without doing 
great damage to the people of the State of Oregon and Mississippi 
and California, and every place else. I have the feeling that some 
desire to get this through the committee and onto the floor of the 
Senate ina hurry. My question this morning is: Why the haste? 

I don’t feel the urge for hasty action, because so often it is ill- 
considered action. 
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So, Mr. Chairman, I have sent to the chairman of the committee, at 
his request, a letter which I — now to be made a part of the record 
of this hearing, in which I s 

DeaR SENATOR: As suggested in our telephone conversation of this morning, 
I am pleased to submit the following details with respect to certain groups 
who have a direct interest in the Niagara power case and who would like very 
much to have an opportunity to be heard by the committee on this matter. 

Mr. Alex Radin, general manager of the American Public Power Association, 
advises that he would like to make a brief statement on behalf of the association 
at the committee’s convenience some time during the week of April 5 to 9. Mr. 
Radin will be on the west coast during the preceding week, and it is my under- 
standing that he is scheduled to leave Washington on the afternoon of Monday, 
Mareh 29. This accounts for his request to be heard on the following week. 
Mr. Radin’s address is 1757 K Street NW., Washington, D. C. 

I am also informed that the following individuals are very desirous of sub- 
mitting brief statements to the committee in the same case: Mr. Ralphe Dickin- 
son, president, Municipal Electric Utilities Association of New York State, 
Akron, N. Y.; Mr. Ellwood Swisher, president, United Gas, Coke and Chemical 
Workers of America, CIO, Washington, D. C. 

The last-named individuals could appear at any time designated by the com- 
mittee. 

My appreciation for your assistance and cooperation in this matter, With best 
personal regards, 

Sincerely, 
WAYNE Morse. 

These are witnesses that have urged me, as a member of the com- 
mittee, that they be heard. 

I respectfully request that they do be heard, and I shall not be sur- 
prised, Mr. Chairman, if there may be 1 or 2 others because many 
people throughout the country are ‘beginning to realize the implica- 
tions of some of this legislation and the prejudic ial effects of some 
of this proposed legislation on the welfare of other consumers of the 
country. 

I close this brief statement this morning with this additional obser- 

vation, Mr. Chairman: You don’t need any legislation to wreck the 
public-preference policies of this Government. It can be done under 
administrative rules and regulations and contract policies. In my 
judgment, it is being done rapidly under this administration. 

In my opinion the contractual policies of the Eisenhower admin- 
istration are already doing great damage to the public preference 
policy of the great conservationists of decades gone by, and I do 
not, as the representative of a State that has a vital economic interest 
in the development of cheap power, intend to sit by in silence in this 
committee and see some of the principles inherent in some of this 
legislation go from this committee to the floor of the Senate without 
a vigorous protest from the Senator from Oregon. 

I have seen enough already under this Department of Interior 
in connection with the so-called Missouri criteria. We are going 
to see comparable developments in connection with some of the pol- 
icies inherent in the so-called Bonneville contracts. In view of what 
has already happened, I do not intend to sit by and see any further 
raid made on public preference such as we find in some of the legisla- 
tion pending before this committee. 

So, I most respectfully here, sir, serve notice this morning that 

’ 
we have a fight on our hands on ’this matter because the Senator from 
Oregon intends to fight with everything that there is in him in stop- 
ping this administration from some of the kind of legislation that 
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we have pending and some of the policies in regard to preference 
which the Governor of New York has in the statement filed with 
this committee. Let me tell you that what the Governor of New 
York’s statement adds up to is nothing but a bus-bar program and 
I don’t propose to go along with this Republican administration in 
a bus-bar program. 

Now that they find themselves in some difficulty they are coming 
along with the Colorado development, with great publicity and head- 
lines in regard to it, but what the American people haven’t been 
told yet is the joker and the sleeper in it, and it is the bus-bar prin- 
ciple, and you might as well give the dams to the private utilities as 
give them power at bus-bar; and I am not going to sit here on the 
Public Works Committee, let me assure you, and support the Gov- 
ernor of New York or the Eisenhower administration in a program 
that seeks to turn the power of the Niagara over to the private utilities 
of New York at bus-bar, and that is all that it amounts to. 

Senator STENNIS. I thank you very much, Senator Morse, for your 
statement. Of course, your letter is addressed to Chairman Martin, 
and I am sure he will give it attention. 

Mr. McDonald. 

Come right around, Mr. McDonald, and have a seat here opposite 
the reporter. 

Mr. McDonatp. Thank you, Mr. Chairman. 

Senator Srennis. You represent the National Farmers Union? 

Mr. McDona.xp. Yes, sir. 

Senator Stennis. We are very glad to have you here, sir, and we 
will be glad for you to proceed. 

Do you have a prepared statement ? 

Mr. McDona.p. Yes, sir. 

Senator Stennis. All right; if you wish, you may insert it in the 
record and then make such comments thereon as you wish, or you 
may read your statement, whichever you wish. 


STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE 
SECRETARY, NATIONAL FARMERS UNION 


Mr. McDonavp. Mr. Chairman, my name is Angus McDonald. I 
am assistant legislative secretary of the National Farmers Union. 

I just wanted to say since my statement is in the way of a summary 
it might be just as timesaving to read it. 

Senator Stennis. All right; you use your own choice in that 
matter. We will be glad to hear you. 

Mr. McDonavp. Mr. Chairman and members of the committee, I 
am here to present the views of the National Farmers Union on several 
bills presently before the committee which pertain to the redevelop- 
ment of Niagara Falls. These bills include the Capehart-Dondero- 
Miller bill, which passed the House during the first session, the Ives- 
Becker bill which would provide for development by New York State, 
the Case bill which would enable the Federal Power Commission to 
issue a license authorizing Niagara development, and the Lehman- 
Roosevelt bill which provides that as one condition of development 
strict observance of the preference clause. 
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First, I call attention to a statement made to a subcommittee of 
this comamittee on August 22, 195i. Earle J. Machold, president of 
Niagara Mohawk Power Corp., told the committee at that time: 

* * * At the outset, I want to say that we are ready, willing, and able to 
make the Niagara Falls development without the help of one cent of any tax- 
payer’s money. These companies for whom I speak are the New York State 
Electric & Gas Corp., which renders electric service in the south-central part 
and in a substantial portion of the upstate New York; Rochester Gas & Electric 
Corp., which renders electric service in the city of Rochester and vicinity; 
Consolidated Edison Co. of New York, Inc., serving the metropolitan area of 
New York City; and Central Hudson Gas & Electric Corp., rendering service in 
the cities of Poughkeepsie, Newburgh, and other communities op or near the 
Hudson River. 

I further call the attention of the committee to the record of the 
Federal Power Commission which indicates that the Consolidated 
Edison Co. of New York has received a certificate of necessity for 
accelerated depreciation to the amount of $51,106,300. It is estimated 
that over a period of 3314 years this sum will amount to a subsidy of 
$77,797,437. The Central Hudson Gas & Electric Co. has also been 
awarded subsidies amounting to $6,588,784. Other companies who 
are to receive subsidies in connection with the redevelopment of 
Niagara are the New York State Electric & Gas Co. and the Niagara 
Mohawk Power Corp. These subsidies will amount to, over a period 
of 3314 years, respectively, $36,879,552 and $55,328,131. Total cost 
of these subsidies to the taxpayer amounts to $175.593,904. 

These 4 companies are among the 5 which the House of Representa- 
tives designated in connection with Niagara development. 

Our main objection to three of the bills before the committee is 


that no consumers’ safeguards are provided. 

I would like to point out to the committee the historic position of 
my organization in regard to the so-called preference clause. 

Tt will be recalled “that the preference clause first appeared in 
legislation during the administration of Theodore Roosevelt. It pro- 
vided that municipalities should have first call on electric ipaver 


generated at a project financed with Federal tax money, an 
federally owned site. 

The theory, I believe, behind such legislation was that these great 
water and power sites were owned by all the people in the same way 
that the public lands are owned by the people, and that development 
should be for the benefit of as many people as possible, and that it 
should not redound to the private advantage of anysmall group. 

Over the years, the preference clause, which is really an owner’s 
right, has been inserted in various pieces of legislation. Coopera- 
tives have come to be considered preference customers. The prefer- 
ence clause appears in all or nearly all of the various Federal acts 
authorizing hydroelectric projects. 

Existence of the preference clause, building of public-power proj- 
ects and loan funds for rural-electric cooperatives have been uni- 
formly opposed by the private-power companies. They opposed the 
REA in the early stages of the program, telling Congress that farmers 
did not need, did not want, or could not pay for electricity. At that 
time, electric-power rates were so high that actually few farmers 
could afford to use power on their farms. Fortunately, the efforts 
of the private-power companies were unsuccessful. The rural-elec- 
trification programs went full steam ahead and today 91 percent of 
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all American farms are electrified, whereas when the program started 
only 10 percent were. 

Consumption of electric power per farm has also been increasing. 
It is estimated that rural needs have been doubling about every 4 
years. 

The consumption of electricity by people in cities and by industry 
has also been increasing at a terrific rate. 

The widespread use and heavy volume of electric power has been 
made possible not only by the additional power which was produced 
by the Federal Government and distributed by Federal agencies and 
cooperatives but because the private utilities have been forced, in order 
to meet competition, to lower their rates. 

Actually, cooperatives use a very small percentage of federally gen- 
erated electric power and the Federal Government produces only 
about 12 percent of our power, but this small proportion of total 
electric power produced in the United States has provided a yard- 
stick which measures accurately how much it actually costs to produce 
_electric power on a large scale. 

It is felt by some that the prosperity of the private utilities is 
largely due to the distribution of low-cost power. Of course, when 
the electric-power industry prospers, other industries prosper also. 
Low-cost power has made possible the sale of millions of electric 
appliances and has been in part responsible for the general prosperity 
of the last few years. 

Much of this, we feel, stems from the existence of the preference 
clause and its administration, so that rural-electric cooperatives and 
municipalities and industry may enjoy low power rates. 

Every region will ultimately be affected if the electric power pro- 
duced at the Niagara Falls development is distributed with no pref- 
erence for the municipalities and cooperatives. 

It has been suggested that the bill which affords the consumer 
no protection should be applied in every State and region in the 
United States. 

I would like to emphasize that consumers of Niagara Falls power 
who are not preference customers will greatly benefit if the preference 
clause is observed. Furthermore, rural and urban consumers of 
Niagara Falls power are very unlikely to be deprived of any power 
because of the needs of preference customers. 

There are about 125 municipalities and 40 rural-electric coopera- 
tives in the area to be served by the Niagara project which would 
qualify as preference customers. 

The cooperatives, according to the latest figures, use 15,851,868 
kilowatt-hours a year. The municipalities use 939,065,399 kilowatt- 
hours a year. Niagara Falls will produce about 7,884,000,000 
kilowatt-hours » year. 

It is seen that if all cooperatives and all ree qualifying as 
preference customers had their present sources of electric power com- 
— shut off, which is extremely unlikely, and called on Niagara 
‘alls for all their power they would use less than one-seventh of it. 

It is estimated that if the St. Lawrence project is taken into consid- 
eration, preference customers, if they demand an amount of power 
equivalent to the present consumption, would take something less than 
10 percent of the amount of power to be generated at Niagara Falls. 

ew York urban and city consumers who are served by private 
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power companies will be entitled, if we interpret the so-called New 
York State preference rule correctly, to 90 percent of power. 

Power rates in the New York area are a great deal higher than 
electric power rates in other areas, where the Federal Government 
generates and distributes wholesale power. In his annual message to 
the New York State Legislature in 1951, Governor Dewey said: 

* * * The average cost of electricity to New York residential consumers 
during 1949 was 22 percent above the national average. The New York cost 
170 percent higher than the State of Washington; 146 percent higher than in 
Oregon, and 132 percent higher than in Tennessee. * * * 

* * * In New York State as a whole the average use was 22 percent below 
the national average and we are 80 percent lower than the State of Washington. 
Because our plans for low-cost power have been successfully obstructed, New 
York’s people have been denied many of the benefits of the age of electricity. 

While it may be argued that Farmers Union has no direct interest 
in the Niagara Falls project, as indicated above, we feel that legisla- 
tion authorizing Niagara which does not contain ‘the preference clause 
will be followed by similar bills affecting regions where we have 
substantial membership. 

Actually, the attempt of the utilities to reverse public power policy 
is evident in every fight revolving around legislation authorizing the 
building of hydroelectric and steam-plant electric projects all over the 
United States. We see a pattern which has already SaaS in the 
Southwest power region, in the Southeast, in a Missouri Valley, in 
the Northwest and, F might add, particularly in Georgia as relates to 
the Clark-Hill project, and in other areas where public power projects 
or public power sites exist. 

We believe in the public power policy which includes not only a 
preference clause but a responsibility of the Federal Government to 
build necessary transmission lines to bring the power from the dam to 
the main points of distribution. 

We believe that such a policy is not only in the interest of the 
members of rural electric cooperatives and of city users of electricity, 
but ‘that it is in the interest of business and of national defense and 
of the private power industry itself. 

We would regret it if aaah endorsed by both political parties 
and carried out over a period of almost 50 years were reversed, par- 
ticularly during this period of severe price decline and income decline 
on the farm and rising unemployment in cities. 

We urge the committee to seriously consider the Roosevelt- Lehman 
bill which provides for distribution with full protection of consumers’ 
rights. 

We urge that the Case bill, if seriously considered, be amended by 
directing the Federal Power Commission to require observance of the 
preference principle. 

It is our understanding that the Federal Power Commission has 
been so directed, in regard to other projects. 

Finally, we urge that the great Niagara Falls development be con- 
sidered as a national and regional project rather than of only local 
or State concern. 

We feel that users of electric power in areas outside New York, 
which could be served by Niagara, should receive just as much con- 
sideration as users in New York. Niagara se be developed in 
the interest of all potential customers in the area. 
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Mr. Chairman, I have a request. I received this morning airmail 
copies of the resolutions adopted at the national biennial convention 
of the Farmers Union in Denver, Colo., March 15-19. They haven’t 
been printed yet. I would like to submit these for the record. 

Senator Stennis. Without objection, they will be submitted for the 
record. 

(The resolutions referred to are as follows:) 


28. RurAt ELECTRIFICATION AND THE F'eEpERAL POWER PROGRAM 


(a) To fulfill the responsibility of the Federal Government for assuring an 
electric-power program that fully serves the people’s needs, we favor the following 
principles: 

(1) Establishment by Congress of the principle of Federal utility responsibility 
for that portion of regional power supply required to meet the expanding needs 
of present or future nonprofit electric systems and to support sound expansion 
of the regional economy. 

(2) Legal provisions requiring that preference be given to publie and coopera- 
tive nonprofit agencies in sale of wholesale energy produced by Federal projects 
must not be impaired. 

(3) Establishment by Congress of regional development agencies which wil] 
recognize hydroelectric development as a primary objective of multiple-purpose 
river basin programs, but will also provide for the optimum conservation and 
development of all values, including flood control, navigation, irrigation, recrea- 
tion, and others. 

(4) Construction by Federal agencies of steam-electric stations and transmis- 
sion lines necessary to firm hydropower and meet power requirements of service 
areas, and to carry that power to load centers. 

(5) Limitation on the discretion of the Federal Power Commission to grant 
licenses for private development wherever they conflict with a Federal program. 

(6) Full technical and financial support for the vertical as well as horizontal 
expansion of the rural-electric program, including: 

Assistance to generation and transmission cooperatives where needed to 
provide the member cooperatives with an abundant power supply in the 
future ; 

Financial and technical assistance in acquisition programs; and 

Removal of population limitations on communities which rural-electric 
cooperatives may serve, which are creating serious problems in connection 
with annexations and community growth, and which deprive communities of 
a free choice as to who shall serve them. 

(7) Establishment by Congress of interregional wholesale power supply grids 
interconnecting Federal hydroelectric systems, Atomic Energy Commission nu- 
clear powerplants, local public and cooperative generating facilities, and private 
electric systems, with adequate provision to protect the preference and with- 
drawal clauses. 

(8) More active Federal development of atomic power by the Atomic Energy 
Commission in cooperation with the program of the proposed interregional grids. 
Atomic power so developed should be marketed as an element in the general 
power supply from the Federal grids under the general Federal responsibility 
set forth in this statement. 

(9) Federal legislation to disallow as costs in ratemaking any funds expended 
by any electric or other utility engaged in interstate commerce and enjoying 
guaranteed profits without economic risk while operating as a private monopoly 
under franchise privileges granted by the public, to finance or engage in either 
directly or indirectly, any activity designed to influence political action at either 
local, State, or National levels of government, or to create public opinion for 
or against any such actions. This legislation should be enforced by the Federal 
Power Commission and State utility commissions. The Internal Revenue Act 
should also be amended to preclude the charging off of expenditures for institu- 
tional advertising, contributions to organizations, or other public relations activi- 
ties, to expenses as deductions for tax purposes. Owners of electric-utility 
companies should not be privileged to advance their personal political prejudices 
and interests by the expenditure of tax-free income which is collected from rate 
payers above and bevond the legal fair rate of return. 

(1) Federal legislation requiring that benefits from accelerated tax amorti- 
zation be passed on to consumers. 
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(b) We are opposed to the following: 

(1) The Interior Department’s new power policy. 

(2) The Missouri Basin power marketing criteria which penalizes public power 
systems and farmer-owned electric cooperatives. 

(3) Violation of the Federal preference clause by long-term contracts, includ- 
ing wheeling agreements with private utilities without withdrawal provisions 
to protect preference customers, such as already negotiated by Bonneville Power 
Administration and those proposed in the Missouri Basin. 

(4) The cutback of REA loan programs and crippling of its technical assist- 
ance programs. 

(5) Any alterations of established credit policies of REA which might impair 
the financial feasibility of the cooperatives, thereby curtailing any necessary 
system improvements and expansion of service to unserved consumers, 

(6) Federal withdrawal of opposition to the licensing of private-power dams 
at Hells Canyon which will ignore tremendous downstream power benefits and 
great secondary flood control, irrigation, navigation, recreation, and other 
conservation benefits. 

(7) Federal withdrawal of opposition to private-power dam license on the 
Kings River in California. 

(8) Surrender to the private utilities of public power from the Central Valley 
project in California and destruction of the Federal preference provisions by 
disposal of Central Valley properties to the State. 

(9) Repeal of the 160-acre limitation on the use of water in Federal irrigation 
projects in the Federal reclamation law. 

(10) The shameful repudiation of legal contracts between Southwest Power 
Administration and REA generating and transmission cooperatives, 

(11) The proposed giveaway of Niagara Falls to five power companies, and 
the licensing of a New York State development on the St. Lawrence River with- 
out provision for preference to public and cooperative bodies. 

(12) Failure to maintain an adequate rate of generation installation in the 
Tennessee Valley and the Columbia River Basin. 

(13) The proposed Georgia contract which would establish private monopoly 
toligates between Federal projects and public preference customers. 

(14) Elimination of new starts and slowdown of projects through unwise 
reductions of Federal investments provided in the annual national budget. 

(15) Retarding of industrial growth by refusal to sell additional power from 
Federal transmission systems directly to new industry. 

(16) Packing of administrative agencies and regulatory bodies and com- 
missions with enemies of the public-power programs. 

(17) Wrecking sound conservation policy of the past 50 years by removing 
the Federal Government from responsibility for full multiple-purpose devel- 
opment of the Nation’s river basins. 

(18) Inequitable allocation of project costs to power by deliberate, unwar- 
ranted, and unfair deflation of other multipurpose use costs so as to increase 
electric rates. 

(19) Proposals for a Federal tax on income of Federal, municipal, and cooper- 
atively owned power systems, and to a Federal tax on municipal bonds. 

(c) We insist that during the coming session of Congress authorizations and 
appropriations be made, adequate to provide the electric power and transmission 
lines necessary to give substance to the true Federal-local partnership power 
program which is based on legislation dating through a half century. 

(d) Necessary Federal construction programs should be planned on a 20-year 
basis, with authorization of construction geared to the needs of at least the 
6 succeeding years, and with construction scheduled so as to assure the lowest 
possible construction costs. 

(e) The next session of Congress should approve funds for the construction 
of projects, chosen from among those already authorized or planned so as to 
meet the power needs of all areas of the Nation and assure abundant energy 
for national defense and full employment. 

(f) The cause of the Central Valley of California, the New York-New England 
area, Hells Canyon, the Columbia Basin, the Tennessee Valley, and upper Colo- 
rado, including Echo Park, the Missouri, the Southwest, the Southeast, and 
other areas is each the cause of everyone of us. Assurance of the continuation 
of the REA program in all areas, including an adequate and expanding genera- 
tion and transmission program for the future, is also the cause of all of us. 
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(g) Our Congressmen and Senators must be urged to support Federal devel- 
opment programs in every area. They must be judged on across-the-board 
support of a total national program and not on their votes on local projects alone. 

(h) Our growing unity must be perfected. 


29. RuRAL-TELEPHONE PROGRAM 


The rural-telephone program needs to be expanded more rapidly. Increased 
loan authorizations and appropriations for administrative funds should be 
made by Congress to assure minimum delay in reaching farms with this essential 
service. The equity or stock deposit now required of applicants for rural tele- 
phone cooperative membership should be discontinued. State and local farmers 
unions must take an active part in election or selection of State public service 
regulatory commissions to insure that the needs of the people are represented 
so that the area coverage and feasibility requirements may be obtained. 

Senator Stennis. We want to thank you for your statement. . 

Senator Morse. 

Senator Morse. Just two or three questions, Mr. Chairman. 

Senator Stennis. Surely. 

Senator Morse. Am I correct, Mr. McDonald, that the Farmers 
Union, which you represent, is represented by you as representative of 
some particular committee of the Farmers Union or 

Mr. McDona.p. Senator, I am one of the legislative secretaries 
here in the Washington office, and I take care of legislation for the 
Farmers Union relating to public power. 

Senator Morse. As I understand it, the Farmers Union interest in 
legislation on the Niagara power development problem is interested 
in two very important phases: 

(1) A protection of the public preference policies of our national 
power policy ; and 

(2) The supplying of cheap power to consumers within the area. 

The first has national effects; the second has direct effects to the 
consumers in the area. 

Is that a proper statement? 

Mr. McDona.p. Yes, sir. 

Senator Morse. Of the outline of your interest? 

Mr. McDonatp, Yes, sir. 

Senator Morse. With regard to the first interest, the effect of any 
legislation we pass on so-called preference policy throughout the Na- 
tion, is it the opinion and view of the Farmers Union that if we adopt 
legislation in regard to power policy at Niagara that weakens prefer- 
ence, or if it has no preference clause consonant with our existing 
preference policy it will serve as a legislative precedent for further 
demands for a weakening of Seer on our great multiple-purpose 
dams of the West, for example ? 

Mr. McDonatp. We are told, Senator, and we have been told this 
repeatedly in regard to this legislation, which we oppose, that this 
should be a pattern which should be followed in every State and region 
of the United States. 

I think I am correct in saying that Senator Ives made the statement 
that this bill—I presume his bill—with no preference should be fol- 
lowed in regard to every other project in the United States. 

I think I am quoting the Senator correctly on that point. 

I do know that others have indicated that position and, of course, 
we all know that the fight on preference is going on in regard to distri- 
bution of power already generated and distribution of power which 
will be generated; and this, I believe, is going on all over the United 
States. 
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There are two things, Senator, if I may add, they want to get rid of : 

One is preference, but if there is no power, if there is not enough 
power, then preference won’t be worth much. So, the private utilities 
would like to not only destroy preference, but not permit the Federal 
Government to build transmission lines and additional projects which 
they couldn’t control. 

Senator Morse. I am coming to the bus bar matter in just a minute, 
but I want to hold fast for a minute on this matter of preference. 

It is the position of the Farmers Union, is it, that the passage of 
any legislation affecting the development of power on the Niagara 
ought to be consistent with our preference-clause policy in respect to 
other power developments if we are to check what the union fears 
is a raid upon public-power policy ? 

Mr. McDonatp. Yes, sir; exactly. 

Senator Morse. Do you see any connection between proposals to 
modify the TVA program by way of interest charges and the elimina- 
tion of supplementary steam plants to a general private-utility pro- 
gram in this country to weaken public power ¢ 

Mr. McDonatp. It 1s my impression that the same people who are 
working against preference in other areas are working against the 
right of TV A to set resale power rates. 

Now, I believe Mr. Dondero has indicated that he feels that TVA 
should not have that right to set the resale rates. 

It seems clear to me that if rates go up, if a municipality in the 
TVA area, so-called preference customer, raises its rates and uses 
the money to pave streets and do a lot of other things, that it is going 
to affect the rate structure in areas adjacent to that municipality. 

That is the reason we feel that there should be a close ae and 
I believe there is a provision in the Lehman bill in regard to the 
resale of federally generated power. We feel there should be a close 
check so that the consumer benefits from preference and from low-cost 
federally generated power. 

Senator Morse. Is it the position of the Farmers Union that a 
preference clause is necessary not only to guarantee the supplying 
of adequate power to the great mass of consumers, as we find them 
in the rural areas and in the municipal power consumer areas, but that 
it is also necessary if you are going to maintain cheap power rates, 
not only is it necessary to guarantee a supply of power to the mass 
of consumers but it is necessary also to guarantee cheap rates? 

Mr. McDonatp. Yes, sir. 

Senator Morse. Has not the history of the preference clause been 
a history of a direct relationship between rates and the development 
of the power at the dam and through the transmission lines to the 
preference customers ¢ 

Mr. McDonatp. I have been informed by various authorities in this 
field that wherever the Federal Government comes into a region, even 
with a relatively smail amount of power, that rates in that region 
come down almost invariably. In other words, you introduce compe- 
tition. 

We have, of course, in regard to the Federal projects, a cost-account- 
ing system, 1 am told. You know just exactly how much it costs to 
generate that power, and before we didn’t know anything about the 
cost of generating power and today, I have been told, we don’t know 
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anything about the costs that are entailed by the private utilities in 
generating power at the present time. 

Senator Morsr. I judge, then, Mr. McDonald, it is part of your 
argument that the public-power yardstick has proved to be a great 
competitive factor in lowering the power rates of the private utilities 
in the same region served by both a public-power agency and a private- 
utility agency ¢ 

Mr. McDonavp. Yes, sir. 

Senator Morse. Now, going for a moment to the Niagara area or 
region itself, is it the position of the Farmers Union that the develop- 
ment of power at the Niagara should serve not only potential con- 
sumers in New York but potential consumers in the entire area of 
Niagara, including not only New York but the New England States as 
well as Ohio? 

Mr. McDonatp. Yes. We feel that the residents in Ohio, Penn- 
sylvania, Massachusetts, and any other State which is in, I think, a 
300-mile radius of the project, are just as much entitled to that power 
as the residents of New York. 

The very fact that this matter is here before this Congress, before 
this committee, and has received the attention of the House indicates 
that it is a Federal matter and not merely a matter for the State 
concerned. If it were, if the Federal Government had no rights in the 
matter, and if there was no responsibility here in the Congress, then 
the State of New York could go ahead and sell the bonds, I believe, 
which they plan to do, if it is developed, go ahead and develop the 
project and keep all of it for the New York State area; but, no, they 
have to come to this committee, to this Congress, to the House, and they 
have to go to the Federal Power Commission and meet certain require- 
ments and be granted leave to go ahead. 

Senator Morse. Mr. McDonald, there are arguments in the record 
of this hearing to date to the effect that any legislation that proposes 
the setting aside or the allocating or the allotting of blocks of this 
power to various States other than the State of New York is going to 
discriminate against the consumers in various municipalities now 
that have municipally owned plants in the State of New York. Has 
your research on this matter found any verification of that argument ? 

Mr. McDona.p. Senator, I have the figures in my statement here, 
I believe, that refutes that point very conclusively. 

The cooperatives, there are about 40 up there in that region, the 
municipalities, there are about 125, would use less than 10 percent of 
Niagara power if their present supply was completely cut off. 

Senator Morsz. So, we may join this issue here— 

Mr. McDonatp. And that, of course, is, you might say, impossible— 
certainly very, very improbable that suddenly their supply, the pres- 
ent supply, would be entirely shut off so they would grab this power ; 
but even if they did for their entire needs, they would use less than 
10 percent of Niagara power. 

Senator Morse. For purpose of reiteration, so that we may join this 
issue very clearly in the record, is it the contention of the Farmers 
Union that the allocating of any blocks of power to the neighboring 
States of New York, the States within the same general electric-power- 
user region, would not, in any way, discriminate against existing users 
of power in the State of New York because of the fact that the poten- 
tial power of Niagara is so much greater in terms of kilowatt-hours 
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that there would be plenty of power available, not only for your pref- 
erence-clause users but for your non-preference-clause users ¢ 

Mr. McDona.p. Yes, sir. 

Senator Morse. But it is a question of fact—I am passing no 
value of judgment on it now, but 1 want to get the question of fact out 
here in the record, because I never argue about questions of fact; I try 
to get what the facts are—these are your points of view, on the basis 
of the statistics you have put in the record this morning, that the po- 
tential of kilowatt-hours that can be developed can more than meet the 
needs of the users in this entire region, including the preference or so- 
called preference users ¢ 

Mr. McDonatp. Yes, sir. 

Senator Morsr. And you, therefore, deny that the passage, for 
example, of the Lehman bill would work to the handicap of existing 
municipally owned projects in the State of New York ? 

Mr. McDonatp. Yes, sir. 

Senator Morse. Now, a word, and I am almost through, Mr. Chair- 
man, in regard to your comment upon transmission lines. I have two 
lines of questioning there. Am I correct in my understanding that the 
Farmers Union is opposed to legislation that would make the power 
available at bus bar to the private utilities? 

Mr. McDonatp. Yes, sir. We favor the principle which is set forth 
in the 1944 Flood Control Act, which says, after the statement in 
regard to preference, and I quote from the statute: 

The Secretary of the Interior is authorized from funds to be appropriated by 
the Congress to construct or acquire by purchase or other agreement such trans- 
mission lines and related facilities as may be necessary in order to make the 
power and energy generated at said projects available in wholesale quantities 
for sale on fair and reasonable terms and conditions to facilities owned by the 
Federal Government, public bodies, cooperatives, and privately owned com- 
panies. All moneys received from such sales shall be deposited in the Treasury 
of the United States as miscellaneous receipts. 

In other words, the principle, as I see it here, includes the responsi- 
bility of the Federal Government to not only build the dam, but to see 
that the public bodies, the cooperatives and other users of power get 
this power at a low rate, and that in most instances, Senator is only 
possible—in many instances, I might say—if the Government will 
build the transmission line and bring it out to the cooperatives and 
others. 

Senator Morse. Let’s dwell on that language for a moment because it 
seems to me we are now discussing a point that so many in this country 
are overlooking among those in our agricultural and working groups 
and consumers of power made available by municipal plants. 

The language you have just read, and it is the statement of Federal 
power policy in this respect; however, it is not mandatory language; 
it is highly discretionary language, is it not, in that it gives the Secre- 
tary of Interior broad discretion? 

Mr. McDonatp. That is correct. According to our point of view, 
this administration, that is, under Mr. McKay, the Federal Govern- 
ment, has not used or has suggested that it will not use this discre- 
tionary power to the benefit of public bodies and cooperatives and 
has suggested that it is withdrawing from that responsibility which 
ensues from this law. 
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Senator Morse. The question that | want you to comment on can 
be stated as follows: The public-policy language which you have 
just read from the Flood Control Act of 1944 does not say that the 
Federal Government shall build transmission lines, but it is language 
which gives to the Secretary of the Interior the discretion to use 
funds appropriated by the Congress for a transmission-line system if 
ne finds it necessary—if he finds it necessary—which is the grant of 
discretionary power of judgment on his part—if he finds it necessary 
in order to supply the consumers with power at reasonable rates; 
isn’t that so? 

Mr. McDonarp. That’s correct, Senator; but now we are getting 
into legal matters, and I am not a lawyer, and you are. 

Senator Morse. I am not going to discuss it legally. 

Mr. McDonap. It seems to me-—— 

Senator Morse. I am going to discuss it from the standpoint of 
public policy. 

Mr. McDonaup. It seems to me there is a very strong inference in 
the statute, if you look at the whole thing, that it is the responsibility 
of. the Secretary of the Interior to get as much revenue eens these 
projects, to get it back into the Federal Treasury, consistent with 
low-cost policy. Therefore it would seem that if the Secretary of 
the Interior could return more funds in the long run by building a 
transmission line, that he is obliged to do so. 

Senator Morse. There is no question about that, Mr. McDonald, 
but that is the policy that the Congress enunciated; but may I say 
most respectfully, because I have had disagreements with represent- 
atives of agriculture and labor and other consumer groups in this 
country who seem to think that there is mandatory language in this 
policy statement that you have read, and I have sought to point out 
to them, that all the Congress has done is decree the policy that the 
Secretary of the Interior should follow, whoever he may be, from 
decade to decade, that his policy shouid be to use appropriated funds 
when necessary in order to develop transmission lines that will give 
the consuming public the power at reasonable rates as set out in that 
language. That is all that it does provide, and that is our prefer- 
ence-clause policy, and, of course, it calls for good faith; it calls for 
keeping a moral obligation; it calls for following the spirit and the 
intent of the policy, but Congress to date has never passed, in my 
judgment, mandatory legislation that takes away from the Secretary 
of the Interior the broad discretion that existing language gives him, 
because Congress has always assumed that Secretaries of the Interior 
would keep faith with the spirit and intent of this policy. 

Is the argument of the Farmers Union that it sees growing signs 
of danger, that the present administration is withdrawing from the 
spirit and the intent of the 1944 Flood Control Act, and through 
administrative rule and contractual negotiation giving to more and 
more private utilities an advantage over heretofore preference- 
clause users / 

Mr. McDonavp. Well, it seems very apparent to us. All you have 
to do, Senator, is to read the speeches of the officials in the Department 
of the Interior, to look at the record before the Langer committee, to 
read the criteria of August 18, to read the announcement in September 
that the cooperatives w would only have a very short period of time to 
bring in new contracts and estimate their future power needs—it seere- 
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from all of these things that it is quite obvious that we have been 
witnessing during the last year a reversal of ese policy, 
which has existed over a period of nearly 50 years, and I might say 
that the very fact I have been informed—I haven’t seen the docu- 
ment, but I have been informed that the Department of Interior 
now will put the withdrawal clause back into these contracts. 

I do know that the memorandum, the revision of December the 
l ie did make some changes in the 20-year length of the contract. 

The very fact that these men are changing and revising their 
previous eames in a policy would indicate that great changes are 
voing on, and ‘they feel now perhaps, “Well, we went a little too far. 
There’s been too great an outcry all over the country. We've had 
an investigation and members of the cooperatives and farmers and 
others are aroused.” 

Senator Morse. Mr. McDonald, that. is the reason I asked the ques- 
tion, to give you an opportunity to give the testimony you have just 
given us. You are the witness, and I think it is very important 
th: it we get here in the record some testimony that shows a recogni- 
tion that democracy is at work in this country on this issue, and that 
is why I think it is so important that we have the time to let de- 
mocracy go to work on this issue, so that the people can be awakened as 
to what is happening; and I think some of this backtracking, to which 
you have alluded, is a very good indication that those who started, 
some months ago, in my judgment, to scuttle the preference-clause 
program and the public-power program are beginning to recognize 
now there is an awakening on this matter. 

Mr. McDonaxp. I would like to add, Senator, for the record, that 
these remarks should not be interpreted as reflecting on the integrity 
and honesty of any Congressman or Federal offici al in any sense. 

We have had many conferences with Mr. Aandahl, and we respect 
his integrity and his honesty, and so on, but we disagree with him and 
we don’t think it makes any difference. The effect of the act is just 
the same. 

Senator Morse. Let me share that point of view. We can discuss 
this great public-power question without becoming engaged in a 
matter of questioning the personal integrity of anyone in the ad- 
ministration. I just question their judgment and their economic poli- 
cies, because their judgment and their economic policies I find so con- 
sistent with a reactionary economic theory in this country that plays 
into the hands of private monopolies to the detriment of the consumers 
of the country generally. I am going to focus my attention on this 
power fight from the standpoint of what happens to the consumers 
when you have an administration which seeks to set up a private 
monopoly electric power system in this country supplanting a prefer- 
ence-clause policy, for example, and on that we join issue and we are 
going to let democracy at work render its judgment; but I want to 
get a record here showing the two points of view, and you are a very 
effective witness for calling attention to the attitude of the farmer 
group that you represent. 

Now, as to the transmission policy of the so-called Ives-Becker bill. 
If that bill were enacted into law tomorrow, Mr. McDonald, how 
would power be transmitted ? 

Mr. McDonatp. The private power companies would come forward 
if additional lines were needed, of course, as they will be, because exist- 
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ing lines are overburdened in practically every area in the United 
States—with a provosal for bu:lding those lines, and they would come 
down here to Washington and ask for subsidies to build those lines in 
the form of accelerated tax amortization. 

I think they have asked for certificates of necessity and for 2 or 3 
transmission lines, small ones, in the area already. 

Senator Morse. Then, Mr. McDonald, as to the argument of dupli- 
cating lines, is it your testimony, that even if you turned this power 
over to the five private utilities at bus bar, they, themselves, would have 
to duplicate some of the lines they already have built? They would 
have to enlarge their transmission facilities, would they not? 

Mr. McDonatn. That is my understanding. 

Senator Morse. Because their present lines couldn’t carry the power 
to the consumer need and, of course, as you know, one of the arguments 
in this record is if you go along with the Lehman bill you will be con- 
fronted with the Government duplicating existing lines; but it is your 
testimony you would have to build a substantial amount of new tae 
anyway, in order to serve the new consumers that would be produced 
as a result, of the development of the project ? 

Mr. McDonatp. Yes, sir. 

Senator Morse. Is that right? 

Mr. McDona.p. Yes, sir. 

Senator Morse. But without a Government transmission-line pol- 
icy, is it your contention that you do not, then, have a public power 
yardstick to check the rate tendencies of private monopolies when they 
do not have effective competition ? 

Mr. McDonatp. Not unless you have cooperatives and public bodies 
which have the resources to build those lines themselves, and it is my 
understanding that is not very frequently the case. 

Now, I am thinking of a situation in Oklahoma, in Missouri, where 
you have the cooperatives setting up generation and transmission co- 
operatives, which served as an intermediary between the Federal 
Power Administration and members of the rural electric cooperatives 
and others that used this power ; but, even then, there, in that situation, 
part of this money that went into financing these lines and carrying on 
the exchange of power between the Federal Power Administration 
and the steam plants owned by the G and T’s had to be financed by the 
Federal Government; and, as you know, Senator, last year those con- 
tracts were, in effect, abrogated because the Congress refused to ap- 
propriate the small sum necessary to continue this swapping of power. 

So, we feel the Federal Government is a very important part of this 
development. The Federal Government must come forward with 
loan funds—mind you, not subsidies—and finance these transmission 
lines and over a period of years get all the money back with a small 
amount of interest. 

Senator Morsr. My last question, Mr. McDonald: Is it your argu- 
ment that the so-called Dewey plan for the development of Niagara 
power would make the State of New York the middleman in the re- 
sale of power, but the same regulatory policies would exist if the 
power were sold directly to the private utilties without the State 
serving as a middleman? 

Mr. McDonatp. Well, these are matters. Senator, frankly, that I 
know very little about, the details of New York power rates, but it is 
my understanding that in New York State—and I am sure subsequent 
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witnesses will correct my if I am wrong on this—the practice in New 
York State on power distributed and sold by the private companies 
is for the public service commission to allow them a certain rate of 
return on their investment. As to the costs, as to the accounting, 
as to whether a lot of the costs of distributing this power is charged 
off in newspaper ads, charging that public power is socialism, and 
that sort of thing, that is not taken into account. In other words, I 
believe there is no way to know in New York State when power is sold 
at the bus bar just what the cost is or would be of getting that power 
to the consumer. 

Senator Morse. If the Chair will permit, I wish to clarify my 
question : Is it your understanding that the Dewey policy would vest 
greater power in the State regulatory body and less power in the 
Federal Power Commission ? 

Mr. McDonatp. More in the State body; yes, sir. 

Senator Morse. And, of course, there is going to be a day in his- 
tory, because this, too, will pass, when we will have new administra- 
tions, and we need to keep our eyes on the retention of the Federal 
interest in the powers of the Federal Power Commission if we are 
going to protect the consumers across the country rather than estab- 
lish a bad precedent in New York. 

Do you disagree ? 

Mr. McDonatp. No, sir. 

Senator Morse. That is all, Mr. Chairman. 

Senator Srennis. Thank you very much. We appreciate your 
coming in. 

Mr. McDona.p. Thank you, Mr. Chairman. 

Senator Stennis. Are there any other witnesses? 

Senator Morse, did you have anything you wanted to say? 

Senator Morsr. I have no witnesses here this morning. 

Senator Stennis. I mean anything for the record you want to say. 

Senator Morsr. No; I think I have said enough this morning. 

Senator Srennis. Does the committee have any future time to 
meet ? 

Senator Morse. I want to thank the Chair for his courtesy. I ap- 
preciate it. 

Senator Stennis. I am so glad you came in. You certainly con- 
tributed to the hearing. 

If there is no objection, the committee will stand in recess now, 
subject to the call of the chairman. 

(Whereupon, at 11:35 a. m., the hearing was recessed, subject to 


call.) 
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WEDNESDAY, MARCH 31, 1954 


Untrep Strates SENATE, 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The committee met, pursuant to call, at 10:35 a. m., in room 412, 
Senate Office Building, Senator Edward Martin (chairman of the 
committee) presiding. 

Present: Senators Martin, Case, Bush, Kuchel, Stennis, and Burke. 

Also present: Charles N. Kapnic, chief clerk; Eloise Porter, assist- 
ant clerk; Ellsworth W. Bassett and Theo W. Sneed, technical staff 
members. 

The CuarrMan. The committee will come to order. 

We have been delayed because Mr. Moses’ plane was delayed. 

I wanted to make this announcement: I don’t think it will be ad- 
visable to have witnesses come in to rebut statements that are made 
by others where the man has already testified. The thing would be- 
come endless; it would confuse the committee, and I don’t see where 
any advantage would be secured. 

Now, we didn’t finish with Senator Lehman when he was before 
the committee the other day. 

We have the statehood bill before us tomorrow. So, I don’t think 
we will have any more hearings this week; probably not until next 
Tuesday. 

We will have the road bill up on Monday. I don’t know just how 
long the road bill will require. It is the largest appropriation the 
Federal Government has ever made for roads, and it may take quite 
a little bit of debate. 

Then when the road bill is through we will take up the lease-pur- 
chase bill. 

Both of those bills are out of this committee, and I am hoping as 
many of the members of the committee as possible can be on the floor 
while they are being heard, because Senators have a right to ask ques- 
tions, and we had quite a little debate in the committee before we re- 
ported out either one of those bills. 

It should be, I think, stated that the road bill, the road bill we have 
now reported out, is sponsored by all but two members of the commit- 
tee, with the understanding that along certain lines members of the 
committee have a right to express certain views and even submit 
amendments. 

So, I don’t think we will have any further hearings until after 
Tuesday of next week, and if we get into too much debate over the 
road bill we might not even have hearings Tuesday; but I think that 
gives us this week an opportunity to prepare any statements that any 
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members of the committee might want to make on either the road or 
lease-purchase bills. I think there will probably be quite a little dis- 
cussion on this road bill. 

Mr. Moses, you go ahead and make any statement you may desire. 


STATEMENT OF ROBERT MOSES, CHAIRMAN, POWER AUTHORITY 
OF THE STATE OF NEW YORK, ACCOMPANIED BY JOHN E. BURTON, 
TRUSTEE, POWER AUTHORITY OF THE STATE OF NEW YORK 


Mr. Moses. Mr. Chairman, I think the statements made orally and 
otherwise to the committee by the New York State Power Authority 
under the chairmanship of Mr. Burton are entirely familiar to you. 
subscribe to all of them, with some modifications which I am per- 

fectly willing to discuss. 

I have addressed 2 letters to you, with which you are familiar, 1 
on the 13th and 1 dated the 29th of March. 

The CuarrmMan. Without objection, both of those letters will be 
made a part of the record. 

(The letters referred to are as follows :) 


PoWER AUTHORITY OF THE STATE OF New York, 
New York, N. Y., Mareh 13, 1954. 
Re Federal Legislation on Niagara Power. 
Hon. EDWARD MARTIN, 
Chairman, Senate Committee on Public Works, 
United States Senate, Washington, D. C. 

Dear SENATOR: I write your committee this letter as the newly elected chair- 
man of the New York State Power Authority to supplement and reinforce the 
arguments made by the authority on behalf of the State in opposition to the 
Capehart-Miller bill (S. 689) which directs the Federal Power Commission to 
give this great natural resource, owned by the State and inalienable under its 
laws, to five private utility companies, and in favor of the Ives-Becker bill 
(S. 1971) calling for a license to this Authority to develop power at Niagara. 

The issues involved in this case are momentous. They have been grossly and 
unfairly représented by the five utility companies which, ignoring the lurid 
past history of callous exploitation, have conducted a campaign of skillful 
vilification and have labeled as “socialistic” the arguments of those who assert 
the simple truth that the bed of the Niagara on the American side belongs to 
New York, and that Federal control is regulatory only. 

I call special attention to these basic facts: 

(1) This is the first time so far as we know that Congress has ever inter- 
fered with or obstructed the operation of the Federal and State laws on licensing 
power development where no direct Federal project is involved. 

The Congress would not now be debating this question at all if the Senate, 
in ratifying the 1950 Niagara Treaty with Canada, had not attached a reser- 
vation requiring congressional authorization of plans to redevelop the river 
“for the public use and benefit.” This requirement manifestly includes scenic 
and park preservation. It has been seized upon to take the basic licensing 
power away from the Federal Power Commission and to impose conditions on 
the licensing by the Commission as to Niagara Falls never intended by the in- 
ternational treaty and contrary to present Federal and State law. 

Under the Federal Power Act the Federal Power Commission in all cases 
must give a preference to State and public agencies as against private com- 
panies in granting licenses, unless it can be proven that the private plans will 
better conserve and utilize the water resources in the public interest. At Niagara 
the engineering plans of the parties are identical. Conservation and beneficial 
utilization of this great State-owned natural resource cannot and will not best 
be promoted by exploitation for private profit. 

Under this Federal act the New York State Power Authority was recently 
granted a license to develop power on the St. Lawrence River and President 
Eisenhower, by Executive order, authorized the New York Power Authority 
to proceed with this project. The license is being attacked in the courts by 
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private utility interests. The United States Court of Appeals for the District 
of Columbia Circuit has unanimousty upheld the authority license and appeal 
by these utilities is expected to the United States Supreme Court. In this case 
those who are attacking the license are obviously maneuvering for delay. We 
have reason to believe they will wait before they file their papers until the 
last minute of their 90 days to appeal to the Supreme Court. The papers would 
thus reach the Supreme Court just before it adjourns for the summer and per- 
haps postpone a decision until fall. 

Under present Federal law, the Federal Power Commission may grant licenses 
only to those who are qualified under appropriate State law to develop the power 
facilities. In the case of the Niagara and St. Lawrence our State law specifically 
provides that development of these facilities shall be reserved to the State and 
the State power authority and shall be inalienable. Inalienable means that they 
shall not be delivered to private utility companies. The intent is that the State 
power authority only shall be considered a proper applicant for licenses from 
the Federal Power Commission. 

(2) Of the 4 bills on Niagara power pending in the Congress, only 2 are desir- 
able and consistent with present Federal and State law. 

The Congress has before it four bills on the Niagara River development. There 
was at one time a fifth plan for straight Federal construction and operation but 
this has been abandoned even by its original sponsors. 

The first bill before Congress is an unobjectionable one (S. 2599) introduced 
by Senator Case, enabling the Federal Power Commission to grant a Niagara 
license under the usual conditions. There never was any good reason why this 
duty should be taken away from the Federal Power Commission. 

The second is the Capehart-Miller bill (8S. 689) which attempts to give away 
to 5 private utility companies, 1 of them a manufacturer of electrical equipment, 
the power at the source which belongs to the State of New York. 

The third is the Ives-Becker bill (S. 1971) which provides for a license to the 
New York State Power Authority under its present act, an act which clearly 
represents our present official statutory State policy. 

The fourth is the Lehman-Roosevelt bill (S. 2966) which provides for a license 
to the New York State Power Authority but with conditions and preferences 
not incorporated in the State law and never approved by our State legislature. 
Such legislation by Congress would represent an unwarranted interference by 
the Federal Government in State affairs. It should be noted that the two au- 
thority bills; namely, the Ives-Becker and the Lehman-Roosevelt measures, are 
probably not so far apart as some think and may in many respects be reconcilable. 
This, however, is a matter for New York State to decide in accordance with the 
spirit and terms of the Federal Power Act and State legislation, not one properly 
determined in detail by Congress. The National, State, and public interests are 
not served by those who would divide support of the licensing of the State 
power authority. 

The 5 utility companies have shrewdly played up the differences between the 
2 State power authority bills. They have capitalized on making this a 3-cor- 
nered public debate when there are manifestly only 2 sides to the issue. The 
5 companies have proceeded on the divide-and-conquer theory, and the 2 sets 
of State power authority proponents have to some extent fallen into this trap. 
By these divisionary tactics, the utilities have confidently counted upon reducing 
their opposition to dignified wrist slapping from one camp and to less refined 
attacks which they can characterize as demagogery from the other. It may be 
added that it is not supposed to be the function of Congress to promote and 
sharpen local issues in State elections. 

The argument in Congress therefore logically and realistically boils down to 
this one simple issue: Is the Feéeral Government to turn over the State’s greatest 
natural resource to five utility companies for exploitation in violation of present 
Federal and State law subject only to ex post facto utility regulation, or is it to 
continue this great natural resource in the custody of the established State 
power authority in the same way that the Canadian Government has entrusted 
ownership and development of its share of the Niagara power to the Province of 
Ontario in the care of the Ontario Hydro-Electric Power Commission? 

(3) The record shows that the worst possible procedure from the point of 
view of public interest would be to turn over the waters of the Niagara to the 
five utility companies. 

Examination of the record discloses, by way of reply to the case presented by 
this State, nothing more convincing than the dreary argument that taxpayers 
who are also consumers will suffer if stockholders of five utility companies and 
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of their affiliates are deprived of the control of the sources of Niagara power, 
because these sources are exactly like coal, sulfur, and salt in mines and oil in 
wells, divinely preempted for private enterprise. The five companies chatter 
about free enterprise. Granting New York’s rights in Niagara Falls to power 
and coal companies is not free enterprise. It is robbery, This is the same 
kind of free enterprise that dictated selling our publicly owned ocean beaches 
to private interests for a song, and then a little later getting them back by the 
painful process of condemnation for a king’s ransom. 

The history of private exploitation of the Niagara frontier in New York State 
is one of outrageous effrontery, finally curbed by aroused public opinion which 
resulted in the establishment of the State reservation at Niagara, governmental 
control of the falls, and the beginning of the Niagara frontier park and parkway 
program paralleling that on the Canadian side. 

For many years, private power interests which had gone a long way toward 
ruining the entire escarpment on our side, fought even against paying a reason- 
able rental for the use of the State’s waters, and it took years of litigation to 
compel them to do so. I was associated with Gov. Alfred E. Smith more than 
30 years ago in proposing a State power authority. Such an authority has been 
in existence for 23 years. In all that time, the private utility companies who now 
pose as the friends of cheap, widely distributed, labor-saving power by one means 
or another prevented the State authority from functioning. 

Let me quote to you from the records of the New York State Constitutional 
Convention of 1915. Assemblyman, later Governor, Alfred E. Smith is speaking: 

“There is a long history connected with this question of waterpower develop- 
ment in this State. It goes back to the year after the last constitutional con- 
vention. * * * As a result of that lack of policy, from time to time the grants 
of waterpower in the Niagara River were such that in 1905 or 1906 it was neces- 
sary for the Federal Government to step in and put its hands on Niagara Falls 
in order to prevent it from being despoiled by the waterpower interests of this 
State. At the time the so-called Burton Act was pending in Congress, it was 
Horace Mack arland, I believe, the president of the National Civic Federation, 
who made the remark that New York State’s record with regard to her water- 
powers in the past was very bad; that the State itself had jobbed out all the 
sacred glories of Niagara for no return or recompense whatever to the people. 
An instance of how some of the grants on the Niagara River were made can be 
imagined from one single grant that in the terms of the contract read that the 
quantity of water to be taken was that which would pass through an opening or a 
ditch 200 feet wide by about 14 feet deep. The agitations for the preservation of 
Niagara and the other waterpowers of the State were so great that Congress 
authorized a treaty between this country and Great Britain, limiting the amount 
of water that could be diverted from the Niagara River for waterpower purposes. 
Immediately after the passage of the Burton Act, and the ratification of the 
treaty, the waterpower interests of the State turned their attention from Niagara 
Falls to the St. Lawrence River, and in 1907 there passed in the legislature, and 
became a law, what was known as the incorporation of the Long Saulte Develop- 
ment Co. Under the terms and provisions of the charter they were permitted to 
dam the St. Lawrence River at the Long Sault Rapids. * * * Nobody really 
dreamed at the time that there was granted to this power development company 
500,000 horsepower, the return to the State on which was something in the 
neighborhood of $25,000 a year. * * * Now, immediately after the signing of 
that act, Governor Hughes realized what he had practically given away to the 
waterpower interests, and he insisted upon the passage of a bill immediately after 
that which very clearly defined what was to be the future policy of the 
State. * * * Chapter 569 of the Laws of 1907 was the first declaration of public 
policy on the part of the State in dealing with the hydraulic development of water- 
power. Here is the title of the act: ‘An act authorizing and directing the State 
water supply commission to devise plans for the progressive development of the 
waterpowers of the State for the public use under State ownership and control.’ 
There is the meat in the coconut under State ownership and control. Thereupon 
the waterpower interests in the State had quite a setback. They lay down 
quietly, and in 1913 the Long Saulte grant was repealed and the court 
of appeals sustained that repeal.” 

Here then is what 2 of the greatest Governors of this State, both later 
candidates for President, 1 a Democrat and the other a Republican, both 
conservatives in their approach to economic problems, thought about conserva- 
tion at the Niagara and St. Lawrence Rivers. Do the gentlemen who make 
fun of our profound convictions as to ownership, public development at the 








~aesiar 


NIAGARA FALLS POWER DEVELOPMENT 277 


source and inalienability of these natural resources really think that Hughes 
and Smith were Socialists? 

I speak in this context also as the head for 30 continuous years of the New 
York State park system and can testify from firsthand experience to the un- 
wisdom of entrusting the development of great natural State resources to 
private-power interests. Those of us who have spent years in reclaiming the 
waterfront know what ruthless and selfish private exploitation really means. 
Observers who cannot see the tragic difference at the Niagara frontier between 
the Canadian and American sides of the Niagara Falls and gorge, and can 
draw no salutary lessons from it are fit only for “treasons, stratagems, and 
spoils.” My vocabulary does not extend to the statesmen who find in our sorry 
record only material for slogans about the “American way,” and the “matchless 
spirit of free, private American enterprise.” The Canadians talk less non- 
sense, act faster, and have a better scale of values. Having fortunately been 
free from the Federal legislative issues which have bedevilled this subject 
on the American side, the Ontario Hydroelectric Power Commission has pro- 
ceeded rapidly with the actual development of the additional power authorized 
on the Canadian shore. 

In 1894 the revised State constitution protected our forest preserves against 
power and lumber interests. In 1923 the power and lumber interests attempted 
by constitutional amendment to exploit the entire State forest preserve and 
were overwhelmingly defeated. They have been thoroughly beaten every time 
they tried it since then. So great has been the determination of our people 
to prevent any possibility of private exploitation of our parks and preserves 
that we have not even been able to get support for the use of the forest preserve 
for public recreation purposes. 

The sentiment of our people on this subject.is vocal and potent. The State of 
New York is not a whining mendicant at the rich man’s table. Those who fail to 
recognize this fact in the case of Niagara will live to regret their lack of under- 
standing. As a conservative in every sense, I give you my considered conviction 
that any business interests or political party which attempts to hand over the 
Niagara to the five private utility companies, and the coal companies, back of 
them will not survive long in our State. The political party which is responsible 
will create an issue on which it cannot win. The utility companies which follow 
such a course will incur enormous public ill will and spark the drive for public 
ownership of transmission lines and municipal plants, in the face of the fact that 
they can obtain legitimate, proper, and reasonable consideration by dealing with 
the State power authority at the source. 

If the majority in Congress is aching to revive the old charges of privilege, 
economic royalism, and bourbonism, this is the golden opportunity to do so, at 
least in New York. No issue could be more conspicuous, dramatic, and easily 
understandable. In that event, however, those who have taken their cue from the 
five utility companies cannot be heard to complain when great public indigation 
rather than applause results. 

(4) The State power authority plan is not a socialistic scheme but a fair and 
reascnable business arrangement in the public interest but dependent upon private 
funds. 

The State power authority must sell its bonds to prudent private investors. It 
must make fair and reasonable contracts. There is no State credit back of its 
bonds. The bond indeutures are bound to provide for business agreements fair 
to all parties. There is nothing socialistic about this. There is no threat to pri- 
vate utilities. The bonds will rest upon the contracts made with them and others. 
The 6-percent return which the private companies would charge on the cost of 
building powerplants at the source will be saved, as well as taxes. Lower rates 
and proper distribution to all the public will be insured without protracted public 
service hearings and argument after the event. 

Anyone can sell Government bonds to shovel smoke, but cautious investors can- 
not be clubbed into buying authority revenue bonds with nothing back of them 
but income from sound management. Investors have to be persuaded, and un- 
sound, socialistic schemes don’t appeal to them. 

There is between and among the several alternate schemes for more power at 
Niagara no difference whatever in engineering plans. All of the bills require 
construction in accordance with the Federal Power Commission report of Sep- 
tember 28, 1949. The plans are the same as to diversion, protection of the falls 
and location of the canals, penstocks, plants and related works. The same engi- 
neering and contracting skills are available to the State authority as to private 
utilities. The same manufacturers of electrical equipment and the same con- 
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tractors wil! be in the picture but certainly, a public agency is best equipped to 
provide incidental park and parkway improvements like those in Canada. Cer- 
tainly it is best oriented to guarantee that one of the greatest scenic wonders of 
the world shall be preserved and the ultimate interests of all the people be pro- 
tected. The authority is a business organization, owned by the people of the 
State it is true, but using private funds and answerable to the holders of its 
bonds. To call this socialism is just tommyrot. 

I have been at the head of several successful public authorities which have 
sold their revenue bonds on excellent terms to satisfied underwriters and inves- 
tors. We made money for the RFC by purchasing their Triborough Bridge and 
tunnel authority bonds and selling them to the public. It is insulting and ridicu- 
lous under such circumstances to be called socialistic by those who have in the 
past shown no concern for conservation of natural resources, have exhibited no 
genuine interest in the public welfare or public opinion, and appear to have no 
comprehension of their own ultimate good. 

The directors and trustees of the five utility companies had better reconsider 
before further entry into the political arena. I see among them names which 
appear also on the letterheads of public authorities. Do they because of this asso- 
ciation call themselves socialists? There are people connected with the manage- 
ment of these companies who are smart as well as conservative. I hope they 
will be heard from before it is too late—1954 is not 1904. 

One of the five companies, Consolidated Edison, now proposes to reach 400 
miles from New York City to Niagara to supplant the State power authority, 
but refuses to agree to supply on reasonable terms all the power needed by New 
York City rapid transit, and in the process to give its citizens plants free from 
air pollution and disease-bearing dust and smoke. If this private power operator 
is interested in the public good, why not demonstrate it right in New York City? 


CONCLUSION 


The people of this State are not likely to be fooled by false analogies with 
totally different power developments in other parts of the country, involving 
problems of streams and valleys in several States, navigation, reclamation and 
flood control and Federal funds as distinguished from bonds not backed by pub- 
lic credit. We merely seek in New York to keep in public hands sources of energy 
which have always admittedly been ours. Our people will give no thanks or 
credit to Washington for handing over our heritage to five powerful and 
politically active utility companies, especially since development by the New York 
Power Authority would save the consumers an enormous amount every year. 

For these and the other reasons previously advanced by the New York State 
Power Authority, we ask you to disapprove the Capehart-Miller bill and to pass 
the bill introduced by Senator Ives and Representative Becker if Congress is 
determined to decide administrative matters which should be left to the State. 
We believe, however, that the bill introduced by Senator Case is the logical 
answer. 

Sincerely, 


Rosert MOsEs, 
Chairman. 


Power AUTHORITY OF THE STATE oF NEw York, 
New York, N. Y., March 29, 1954. 
Re Federal Legislation on Niagara Power. 
Hon. Epwarp MARTIN, 
Chairman, Senate Committee on Public Works, 
United States Senate, Washington, D. OC. 

Dear SENATOR: I have familiarized myself with the testimony of Congress- 
man Miller and Senator Capehart in favor of the Capehart-Miller bill, which 
seeks to turn over the State’s basic rights at Niagara to five private utility 
companies. I find nothing in that testimony which in any way strengthens 
the poor case made for this bill or answers my letter of March 13, 1954. 


1. THE BASIC FALLACY OF THE CAPEHART-MILLER ARGUMENT 


Both of these gentlemen say that at Niagara the only question is that of making 
power, that this is the business of the private utilities who are near the ground, 
that further development at Niagara under their bill is merely an extension of 
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this business and is opposed only by Socialists who are against all private 
enterprise. 

This argument completely and deliberately overlooks the real issue which 
is the public ownership and inalienability of a natural resource of the State 
of New York. This is the basic fallacy of their entire case. It is not a question 
of private as against Government distribution of power. There are other and 
more important questions involved. 

The incontrovertible history of private exploitation of Niagara Falls and the 
Niagara frontier is one of outrageous effroutery. The record shows that the 
private companies have never had the slightest interest, and by their very 
nature can have none, in the preservation of these public assets. Their sole 
interest is and must be the exploitation of the diversion and fall of water and 
its conversion into power by the cheapest and most expeditious means, re- 
gardless of scenic or other damage or future public need of these natural re- 
sources. They cannot be expected or trusted to have the larger public interest 
in mind. It is for these reasons that it was necessary to provide by statute 
for the preservation by the State of these great natural resources, for their in- 
alienability, and for public control, under international treaty, for use and en- 
joyment by all the people, present and future. This has been the Canadian 
point of view for years and one which we should emulate. 

The fight to preserve these State-owned resources for the people has been a 
long and bitter one. A brief review of the history of this fight to keep these 
great resources belonging to all the people from privae spoilage and exploitation 
is in order. 


2. EARLY HISTORY OF DEVELOPMENT AT NIAGARA 


The waters of the Niagara River have a dual value—esthetic and economic, 
On the Canadian side of the river these values complement each other. On 
our side through short-sightedness of public officials and greed of private 
utilities the Niagara River’s great gifts of beauty and power have been in 
constant conflict. 

The Canadians have developed their share of this great natural resource 
sensibly, efficiently, and without permitting themselves to be diverted from 
the important dual objective by cries of “socialism” and slogans about “the 
free enterprise system.” We have not. 

To illustrate my point let me compare the disyraceful American history 
with the honest, forthright, public spirited and effective record of the Canadians. 

By 1880 the landscape at Niagara had become disfigured by a multitude of fac- 
tories, paper mills, hotels, bazaars, signs, and ice houses, which so barricaded 
the approaches to the falls that there was actually not a foot of American 
soil from which an American citizen could view this natural spectacle with- 
out paying for the privilege. A proposal to establish a public park to preserve 
the view of the falls was viciously opposed by the commercial and utility 
inetersts, the concessionaires, and the landowners, who claimed the State was 
proposing to halt progress, to defeat industry, and to violate the sacred prop- 
erty rights for sentiment and esthetics. 

After a 5-year battle, the New York State Legislature in March 1883 authorized 
the acquisition of certain lands in the village of Niagara Falls, N. Y., “for a State 
reservation to preserve the scenery of the Falls of Niagara.” The utility inter- 
ests and other riverfront property owners immediately claimed ownership of the 
bed of the river and unlimited rights to the power afforded by the rapids and 
the falls. These riparian claims, which aggregated $30 million, were rejected 
by the courts, which ruled that as against the State the private riparian owners 
had no rights in the bed of the river nor to use its flow for power unless they had 
acquiréd such rights from the State. The land was finally acquired and the 
reservation established in 1885. 

By the 1880’s great progress had been made in the development of water- 
driven electrical generators. What then happened with respect to hydroelectric 
power at Niagara? Alarmed by the establishment of the State reservation at 
Niagara and the park commission’s policies of scenic preservation and water con- 
servation, the private utility interests made a headlong rush to the New York 
Legislature for grants to take as much water as they could get from the river. 
This was the first time these private utilities were compelled to acknowledge 
that the State owned the waters of the Niagara and they did so only in order 
to perpetuate their ruthless exploitation. 

Before the creation of the State reservation in 1885 not a single charter had 
been granted to a private corporation for the diversion of water from the Niagara 
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River. Between 1886 and 1894 the legislature was pressured into granting 
charters to seven companies to take water from the river below the falls. In 
only two cases was the right to take water limited in any way. Had the seven 
companies been equipped to use the amounts of water freely given them by these 
legislative grants, they would ruthlessly have drained the river and denuded the 
falls. But fortunately for the public their greed exceeded their physical 
capacities. 

It was not until the Federal Government stepped into the picture in 1906 by 
the enactment of the Burton law that there was any control whatever of the 
total amount of water which could be diverted by these exploiters. The Burton 
law put a limit on the aggregate diversion by all companies of 15,600 cubic feet 
per second. This law expired in 1913, but in the meantime the governments of 
the United States and Great Britain had agreed in the Boundary Waters Treaty 
of 1909 to limit diversion on the American side to 20,000 cubic feet per second 
and on the Canadian side to 36,000 cubic feet per second. 


8. PROGRESS ON THE CANADIAN SIDE OF THE RIVER 


Let us turn now to the Canadian side of the river. Paralleling the creation of 
the State reservation on the New York side, the Canadians established the 
Ontario Parks Commission which acquired for the Province of Ontario not only 
park sites at the falls but also a strip of land along the bank of the Niagara 
River all the way from Lake Erie to Lake Ontario. On this land we now find the 
beautiful Niagara Parkway running from one lake to the other along the edge 
of the spectacular river and connecting the several expertly developed parks, 
flower gardens, and recreational areas which constitute the Canadian park and 
parkway system. Visitors to Niagara Falls today are astounded at the tragic 
difference in the size and continuity of the Canadian system compared with ours. 

And what did Ontario do with respect to hydroelectric power development on 
the river? The strip of land along the river which had been acquired by the 
Ontario Parks Commission included the areas available for riverfront power 
sites. The promotors of the Four Canadian hydroelectric plants, namely, Queens- 
ton, Ontario, Toronto, and Rankin, had to come to the Ontario Parks Commission 
to obtain from it the sites for their power installations. This arrangement 
served not only to protect the scenic value of the riverbank but also provided 
the means for the development and upkeep of the park and parkway system. 
Under the agreements between the utility companies and the Ontario Parks 
Commission the companies pay an annual rental directly to the parks commission 
for the use of their riverfront plants. From 1894 through 1950 they paid a total 
of almost $17 million to the Canadian Commission, nearly every penny of which 
went into the development and maintenance of the beautiful parks on the 
Canadian side. 

The next step in the Canadians’ forward-looking program was to create the 
Hydro-Electric Power Commission of Ontario which is in all essential respects 
the counterpart of the Power Authority of the State of New York, Three of 
the four plants on the Canadian side are now owned and operated by the 
Ontario Hydroelectric Power Commission. The one remaining private plant is 
that of the Canadian Niagara Power Co. which is owned by the Niagara Mohawk 
interests. The Canadian plan of combining scenic and park development with 
production of hydroelectric energy at Niagara has resulted not only in a vastly 
superior park and parkway system, but has also produced power plants with 
a rate’? kilowatt capacity more than one and a half times greater than the 
capacity of the two plants on the American side operated by the private utility 
company which falsely claims to have superior experience and exclusive know- 
how. Note also that consumers on the Canadian side of the river now get 
cheaner electricity than those on the New York side. 

With respect to the accomplishments of our foresighted Canadian friends, 
let us see what has happened since 1950 with the two Governments agreed upon 
the amount of additional Niagara water which could be diverted for power 
production. The 1950 treaty provides that this additional water is to be equally 
divided between the two countries but that either country may take the unused 
portion of the other’s share until the second country has completed facilities 
to use its share. While we have been debating the issue of private versus quasi- 
public development, the Hydroelectric Power Commission of Ontairio has been 
busy building new power facilities on its side of the river. The first units of 
these installations will be completed and in operation within the year. The 
facilities planned and in the course of construction by the Canadians will be 
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eapable of using all of Canada’s share of the additional water and some and 
perhaps all of the American allotment. It should be noted that this is being 
accomplished by a governmental authority issuing revenue bonds, not by private 
ultilities, despite the Capehart-Miller contention that only private companies 
are qualified and equipped to undertake this kind of work. 


4. WE ARE NOT ATTACKING PRIVATE UTILITIES 


Both Senator Capehart and Congressman Miller treat our authority proposal 
at Niagara as if it were prejudicial to an attack upon private utilities in favor 
of public competition and operation, municipal ownership, and direct sale to 
consumers. This argument has no merit whatsoever. We are not attacking 
private utilities nor are we against private utility operation. This is nothing 
but any attempt to divert attention from the real, fundamental, arguments 
against the five companies bill. The Capehart-Miller references to municipal 
yardsticks and plants, municipal power systems, public construction of com- 
peting lines paralleling private lines, and the benefits to consumers in rates 
and services from the private companies, as against the public companies, cannot 
stand honest analysis. 

Congressman Miller admits that in 16 cities with population over 50,000 
where residential rates are lower than the private rates in the Buffalo and 
Niagara Falls area, 13 are served by public power plants. We make no point 
of this. The existing State law governing our authority gives no preference in 
service to public power plants. We must operate under this law and we do not 
and cannot prefer municipal as against private utility operation nor could we 
as a practical matter sell our bonds on any such theory. 

Congressman Miller has also referred to the fact that private companies pay 
taxes. Here again is a shrewd attempt to divert attention from the principal 
issues. Every publicly owned resource of the State, if diverted to private 
interests, would of course pay taxes. What we save goes into lower rates such 
as those enjoyed in other parts of the country where the public interest has 
been conserved. 

The State power authority must in law and fact sell its bonds to shrewd, 
private investors, who are experienced and prudent buyers. We have to con- 
vince underwriters and their attorneys, and investors of the soundness and 
financial reliability of our program. Our bonds must also be sold on character, 
and we believe the character of the members of the power authority and their 
reputation is at least as good as those of the private utility interests who have 
so greatly impressed some Members of Congress. Ours will be revenue bonds 
and no State credit will be back of them. It is obvious that the bondholders will 
insist upon revenues from fair and reasonable contracts for the sale of power at 
the source, largely, if not wholly, to private companies. There is no threat open 
or hidden to honest private utilities, nor does this represent any attack upon 
or weakening of private enterprise. We propose a fair and reasonable business 
arrangement. It protects the State’s interest in the preservation of its greatest 
natural resources and their conservation. At the same time it provides by prac- 
tical, fair, and reasonable contracts with the private utility companies for sale 
of power at the source to such companies, for pooling and expanded distribution 
to consumers at reasonable rates. By this method, rates for such power will 
be fixed by voluntary contracts between the parties and not through long-winded, 
delayed ex post facto public utility regulation. These contracts will also provide, 
in accordance with the statutory policy of the State, for the distribution, by 
agreement, of power to other States in the surrounding area. 

There is no atack upon private operation here. The defeat of the private com- 
panies’ bill is necessary to protect and promote legitimate interests of the Nation 
and the State in great natural resources, which are part of public reservations 
and important conservation areas. No legitimate interests of private companies 
are weakened or impaired by such result. Quite the contrary is true. Develop- 
ment of the Niagara power resources by the power authority will strengthen 
private utility operation. The public body, with its eye on conservation, scenic 
preservation, and the future protection and improvement of the area, will deal 
with matters within the public domain. At the same time the private companies 
through contracts with the authority for purchase of power at the source will 
have the benefit of more business, wider distribution, and continued access to 
large power supplies under fair conditions, insuring proper savings to the 
consumers. 
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5. THE STATE POWER AUTHORITY HAS BEEN LICENSED TO DEVELOP POWER ON THE 
ST. LAWRENCE RIVER 


The Federal Power Commission has issued to the New York State Power 
Authority a license to develop the power resources of the International Rapids 
section of the St. Lawrence River, and President Eisenhower by executive order 
has authorized the power authority to proceed with this project. We are actually 
proceeding. 

Congressman Miller in his recent testimony before the Senate committee 
declared lamely that the granting of this license is no precedent because, he claims, 
no utility company was interested in that multiple-purpose proposition. In the 
first place, the St. Lawrence project is not a multiple-purpose project. It is 
essentially a hydroelectric project for the generation of power and its ancillary 
functions with respect to the St. Lawrence River cannot be compared in impor- 
tance with the ancillary functions at Niagara. At Niagara the preservation of 
the spectacular sight of the falls and the river is not only directly involved, but 
is stated to be the primary purpose by the Governments of the United States and 
Canada in both the 1909 and 1950 treaties. Secondly, Congressman Miller knows 
very well that a private company, though not technically a utility, applied to the 
Federal Power Commission for the St. Lawrence license and that its application 
was turned down flatly. He also knows that the granting of the license to us is 
being attacked in court by this same private company, and that the United States 
Court of Appeals for the District of Columbia Circuit unanimously upheld the 
authority license. If no utility company is interested, why the litigation? Why 
the appeal? 

The St. Lawrence project is to be constructed by the New York Power Authority 
on the American side and the Ontario Hydro-Electric Power Commission on the 
Canadian side. Both the New York authority and the Ontario commission are 
now rapidly progressing the plans for this project, but the Canadians here as at 
Niagara are ahead of us, using as their instrumentality precisely the authority 
method which Mr. Miller’s testimony characterizes as socialistic, impractical, 
and without validity. 


6. THE POLITICAL AND OTHER CONSEQUENCES OF A POWER GRAB 


History repeats itself. Nothing can be clearer to intelligent students of 
history than the political consequences which are bound to follow power and 
lumber grabs by private companies operating in legislative halls. Those who 
are smart will heed the warnings. I have already referred to the position taken 
by all but one of our recent governors, including two of the greatest, a Republican 
and a Democrat, Governor Hughes and Governor Smith, on the power and public 
resources issues. Let me remind you also of the Progressive or Bull Moose split 
with the Republican Party in New York and elsewhere in 1912 on the very issues 
here involved—grabbing of public resources by power, lumber, coal, and similar 
corporate interests. I happen to be a Republican and a conservative. These 
issues almost ruined the Republican Party and brought it into disrepute which 
lasted for years. 

In the interests of conserving the great public assets connected with the inter- 
national frontier in the Niagara area the 1950 Niagara Treaty ratification re- 
served to the Congress the duty of acting “for the public use and benefit” before 
further power developments in this international area could be progressed. The 
attempt in the Capehart-Miller bill to take from the State and hand over to five 
utility companies our greatest natural resources is manifestly inconsistent with 
the intent and spirit of that provision. 

No political party or administration will long survive in our State if, after 
the long struggle to keep what belongs to us, they yield to the pressure and 
misrepresentations of private power interests. It will be 1912 all over again. 
The private utility companies themselves which follow such a stupid course will 
simply promote a new drive for public ownership and municipal plants and 
will create political issues and hostile public feeling which may well be fatal 
to them. 

Mr. Miller refers to the utility companies with something like veneration. 
Apparently in his philosophy all private operation is angelic as well as efficient. 
Does he really want their full history revived—the franchise grabs, corruption 
of public officials, contracts with fake subsidiaries, stock manipulations, and 
crude jobbery of earlier years? The stock of the leading company in this picture 
was, in recent years, down to around 20 and is now in the forties. Does that look 
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like public endorsement of efficiency? Does Mr. Miller think our power authority 
bonds will be subject to any such fluctuations? 

Have no doubt about it—and I am sure I can speak with authority for the 
State of New York in this matter—we cannot and will not acquiesce in the 
surrender of our greatest natural resources in the unlikely event that the 
Senate passes and the President signs this grab bill turning the State's inalien- 
able property over to the five companies in direct violation of international 
agreement and the established policy and statutory law of the State. I can 
assure you that New York will fight in every court of the Nation to defend 
its right to this publicly owned resource, and to prevent its loss to our people. 
The notion that these five utilities can walk away with Niagara is just moon- 
shine. 

There have been significant indications in recent decisions of the United 
States Supreme Court and I would cite, in this respect, a very recent case, 
Federal Power Commission y. Niagara Mohawk Power Corp., that rights in the 
use of water for power purposes are subject to paramount State ecntrol. You 
may be sure that the State will press this position to the fullest extent if by any 
chance the Capehart-Miller bill should bocome lay. It must be pla'n that 
the resulting stalemate will b> protracted and will further delay development of 
power on our side of the Niagara. The only effect would be to pro!ong the period 
in which the Government of Canada can make use of the full diversion of water 
for power. Under the international agreement, until we use this water for 
power the Government of Canada may do so. 

The unfair and irresponsible methods used by the private companies to 
obstruct the legitimate development of this publicly owned resource, their un- 
willingness to abide by existiny Federal and State law, and the intent of the 
international treaty, their refusal to permit the F:deral Power Commission in 
the normal and usual course to issue a Niagara license to us just as they have 
issued a license on the St. Lawrence, and their unscrupulous attem»ts to divide 
the proponents for the authority method, can onlv produce a stalemate and 
harm vital American and State interests, not to speak of creating a political 
issue which offers every inducement to demogagery and none to constructive 
developments. If this dispute continu»s to rage, an atmosphere will be created 
in which it will be impossible to do anything constructive. 

Sincerely, 
Ropwert Moses, Chairman. 

Mr. Moses. Thank you. 

I see no purpose in wasting the time of the committee on a repetition 
in detail of what is in those letters. They were written carefully and 
deliberately and we have little to add and nothing to subtract. 

I do want to make this entirely clear: I have been in a sense asso- 
ciated with this Niagara business for many years, not as a member of 
this authority but primarily as the head of the State park system. 
I’ve been the head of the system continuously since 1924. 

The CHatrmMan. Mr. Moses, might I ask when was the New York 
State Authority created ? 

Mr. Moses. Thirty-one. 

The Cuarrman. 1931. All right. 

Mr. Mosgs. I would like to point out I had something to do with 
the original plans for the authority, as an adviser to Governor Smith, 
as far back as 1921. His messages to the legislature during his last 
3 terms—in fact, 4 terms—ere fvll of references to the authority which 
did not come into being until 1931. 

The idea that he had at that time, which was based on considerable 
legislative experience, and as minority leader in the Constitutional 
Convention of 1915, was that some intermediate course shou'd be 
found between straight government ownership on the one hand and 

ermits and licenses to private companies on the other, and the author- 
ity seemed to us to. meet the demand of the people, stated over and 
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over again in every way that people can register their opinion, that the 
source of power, flow of the river, Niagara, control of its borders for 
scenic and park purposes should be inalienable. 

That sity went way back to 1883, was reiterated over and over 
again by every Governor of New York State, except Governor Miller, 
and I may add, in addition, that Governor Smith was impressed with 
the authority idea because of his experience between his first and 
second terms as a member of the Port of New York Authority. 

In any event, I mention that only to indicate I am not unfamiliar 
with this problem. 

I was the head of Mr. Hoover’s task force on public works in the 
first Hoover Commission. 

I have had some experience with waterpower in South America on a 
rather large scale. 

All my experience as head of the State park system has reinforced 
the conclusion that the State should never turn over the control of 
Niagara at the source to private companies. 

The head of the Niagara Park Commission for many years happened 
to have been the head of the Niagara Power, which is now part of 
the Niagara-Mohawk system, Mr. Schoellkopf. I had occasion to dis- 
cuss these questions about preserving the falls, diversion of water, 
protection of the Niagara frontier, the escarpment, relationships with 
Canada, which have been very close, with Mr. Schoellkopf in many 
times, and we were in fundamental disagreement always on the sub- 
ject of how far the power companies should be allowed to go. 

I think that it would be grossly unfair for me to go any further 
in characterizing that relationship, especially since Mr. Schoellkopf 
is dead. His son is a member of the Niagara Park Commission today. 

We had the experience of recapturing, reclaiming so much of the 
Niagara waterfront, including the protection of the falls, during all 
these 30 years. In all that time power development in Canada was 
subordinate to the park development and the Hydroelectric Power 
Commission, which is exactly like our State power authority, got its 
money, its licenses, its powers to operate through the park commis- 
sion. 

I make no bones about the fact Iam a park man. I devoted a large 
part of my life to that kind of work. I don’t make any apologies 
for it. 

Senator Busn. Mr. Chairman, I suggest if anybody doesn’t have 
to make an apology for that, it is Commissioner Moses, whose work 
is so outstanding that I just don’t think there is any equal to it in 
the United States. 

Mr. Moses. Well, we inherited what there was in the way of con- 
servation on the Niagara frontier from people whose experience, like 
that of Judge Clearwater, who was the first president of the Niagara 
Commission I had anything to do with—the experience dates back to 
1883, when the Niagara Commission was created and a similar com- 
mission was created on the Canadian side. They inherited a sham- 
bles. They did what they could with it. We picked it up, and we have 
been laboring for 30 years to reclaim what the power companies left 
us, and I say that advisedly. 

The falls, themselves, were protected to some extent. You are fa- 
miliar with that history, and had the companies. been successful in 
the early days in obtaining the rights they wanted to divert water, 
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there wouldn’t be any water at Niagara Falls; there would be nothing 
to look at—and that is a matter of history. 

I don’t think that, put to a popular vote in New York, you would 
get 10 percent of the people oe would favor the granting of a 
license to these five companies. 

I venture to say that again what I have said in these memoranda, 
that if you create an issue as between the five companies and some 
sort of power authority operation, under whatever legislation, you 
will inject into New York politics an issue which will be there until 
the end of the life of the youngest and healthiest man in this room. 

Now, I have some little personal resentment which I think you 
will bear with about the charges in magazine articles, handouts, page 
advertisements, and so forth, by the companies directly and indi- 
rectly, and we are all familiar with the source of funds for the in- 
direct advertisements which say that the power authority, as consti- 
tuted under Mr. Burton’s chairmanship or under mine—Mr. Burton 
continues, I am glad to say, to be associated with it—represents an 
administration by Socialists. 

I am no Socialist; never have previously been called one. It isa 
name that is tossed around rather freely by these power companies. 

What we propose is an authority which has back of it no Govern- 
ment credit. It has to sell revenue bonds to prudent investors; it has 
to persuade, without any club that I know of, underwriters. There 
are numerous lawyers and bankers, banks, and investors, large and 
small, back of them; but the plan we propose is sound. It is work- 
able, and it will produce enough money for amortization and interest 
and operation. 

Failing in establishing those points, we have no market for our 
bonds, 

I am not kidding myself about this. I have sold lots of revenue 
bonds, sold them down here to Washington, and Jesse Jones was a 
pretty smart fellow. Anybody can sell bonds backed by Government 
credit. If the credit is good enough, you can sell them for digging 
holes in the ground; but you can’t do that with revenue bonds. 

Now, the people who underwrite, the lawyers for the underwriters, 
bond counsel, and the investors are no fools. They are accustomed to 
this kind of income. 

In recent years, as you, Senator Martin, well know, there have been 
many bonds sold and/or being sold for toll highways, and most of them 
do not have Government credit back of them; and that alone has 
helped to familarize these people with whatever secret there is in 
revenue bonds. 

You can be sure that all these people, underwriters, competitors for 
bonds, if you can get up any competition—they are bond attorneys 
and lawyers who sit around the table, and we have spent many hours 
with these groups—are virtually the same people who in the past have 
financed utility companies. The notion that they, along with us, have 
suddenly become Socialists is just too farcical for debate. 

The State in a contingency of that kind has to depend upon the 
character and reputation of the people who represent it to see that 
those bonds are sold upon the most favorable terms, from the point of 
view of the State, for projects that have sense, that are in the public 
interest. 
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Yeu can be perfectly sure that the bond attorneys and the under- 
writers take care of themselves in that context. They always have 
been able to. 

Now, I don’t think it would be fair to this committee not to state 
frankly what I think are the differences between and among these 
bills. 

I assume that the bill for Federal development is no longer under 
serious consideration. In any event, it is not here in the committee. 

The Capehart-Miller bill, of course, is a bill that turns over the 
Niagara power and the Niagara frontier and what we believe to be the 
State’s ownership to five companies. 

Senator Hottanp. Just a moment, Mr. Chairman. Was the bill 
which this committee had before it last year calling for Federal 
development called back to the Senate and indefinitely postponed, or 
what action was taken? 

The Cu:tman. No action has been taken. 

Senator Hoiianp. But it is before this committee? 

The CH virMan. It is still before the committee. 

Mr. Moses. It is not the subject of the hearing here now. 

The Craran. There are really four bills being given considera- 
tion by this committee—the original Lehman- Roosevelt bill, and they 
have put in a second one, and then there is the Case bill. and the Ives 
bill, and then the private power bill. There are really five, although 
probebly Senator Lehman will push his second bill rather than his 
firct, but it hasn’t been 

S-nator Hotziann. It hasn’t been indefinitely postponed? 

The Cuarrman. Oh,no;no. It is still before us. 

Mr. Moses. Well, that is my understanding of it. 

I don’t ner d to say anything further at the moment about the five 
companies’ bills. 

As to the 2 power authority bills, 1 of them, the Ives bill, repre- 
sents the present policy and the present law of the State of New York. 
It represents the power authority as it exists. 

I may say that T have found no sentiment, either in the executive 
denartment cr in the legislature, to change that policy. 

I am frenk to say that I don’t believe that, assuming this com- 
mittee and the Congress acted favorably on the Lehman and Roosevelt 
bill, it is »t al! likely that some of the provisions would find their 
wv into State law. 

T don’t ov thot becuse T disarree with all the things that they are 
efter. and T say that in snite of the fact that I think the important 
thing »t the moment in New York State is for those who favor the 
avthority nrinciple as against the five companies’ idea. I think they 
ovet to stick together to protect the State’s interest. 

Senator Srennis. Mr. Chairman, pardon me just a minute. I want 
to he sure T understand this point, now. 

Mr. Moses, vou said if the Congress should enact this Roosevelt- 
Lehmoen bill, or Lehman-Rooseve't bill, you think it will not be adopted 
asa noliey by the State of New York? 

Mr. Moses. I think there are considerable parts of that bill that 
world net commend themselves to the State of New York, the legis- 
late re, and the Governor. 

Snetor Srennts. Yes. 

Mr. Moses. That is exactly what I said. 
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Senator Srennis. And not be put into effect? 

Mr. Moen a 5 eat doubt it very much, 

Senator Srennis, All right. Thank you. 

Mr. Moss . In ea event—— 

The Cuarmman. Might I ask you: Are you familiar with the Case 
bill? 

Mr. Moses. Yes. 

The Cuarrman. Could that 

Mr. Moses. I was coming to that. 

The Cuatrman, Allright; goahead, Iam sorry. 

We are after information, and I might say that any of you Senators 
should feel free to break in at any time, because what we are after 
is information. I would like to get it as quickly as we can, and I 
appreciate your coming here without a great, long manuscript, and 
just let us talk it over 

Mr. Moses. Senator, I have no pride of authorship in any speech, 
and no idea of asking not to be interrupted. I am delighted to be 
interrupted. 

I don’t think this is the time to go into all the details of the differ- 
ences between the Lehman-Roosevelt bill and the Ives bill. They 
have this in common: That they leave with the State of New York 
what we believe we own and believe to be inalienable. 

They differ as to distribution and certain objectives, and I again 
want to reiterate, perhaps in a slightly different context what I said 
before, that when we are all finished we still have to sell the bonds 
of the author ity, if the authority is given this chore to do, to prudent 
investors, and they are not going to have anything forced down their 
throats. 

Now, Senator Lehman, as a former banker, knows that also, and 
his old firm is one of the firms that is interested in buying such bonds. 

Coming to the Case bill, and I don’t say that I speak for the entire 
authority—Mr. Burton is here and he can speak for himself—I, per- 
sonally, prefer that bill to all of them. I think it is the best bill. It 
is the most logical bill. It does at Niagara exactly what you have 
already done on the St. Lawrence. 

Senator Hottanp. Mr. Chairman. 

The Cuarrman. Go ahead. 

Senator Hoi. $i Permit me a question right there. 

The Cuarrman. Senator Holland. 

Senator Hotianp. You mean it permits the Federal Power Com- 
mission to conduct a hearing just exactly as they did at the St. Law- 
rence, but you don’t mean it directs them to take the same action 
they did on the St. Lawrence? 

Mr. Moses. No. What I mean is the Federal Power Commission 
has the right to grant a license, if they wish, to the State power author- 
ity, as they did in the case of the St. Lawrence, but that we do have 
a preference over private companies under the terms of that law. If 
we can present a program which they regard as feasible and prac- 
ticable, they have got to give it to us in "preference to the private 
companies. 

That is what the law says. That is what the law said when they 
gave us the license on the St. Lawrence. 

Senator Hotianp, Your statement, then, was meant to be that the 


Federal Power Commission had exactly the same power they had 
over the St. Lawrence? 
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Mr. Moses. I say they should have in this case. 

Senator Hoitanp. In the Case bill, and it wasn’t to be interpreted 
that they would necessarily take the same action that they had in 
disposing of the St. Lawrence? 

Mr. Moses. We will take our chances—perfectly willing to. We 
have an honest forum there. We are not worried about it, about 
the outcome. 

Now, we don’t understand why, in view of the fact that the only 
interest Congress has in this is to carry out the terms of the Federal 
and international treaty which calls for protection of the falls and 
scenic beauty of the falls, Congress would want to decide the details 
and internal management of the Niagara diversion and power devel- 
opment, why they don’t leave it with an agency that we consider well 
equipped to dispose of it, an honest agency. 

We are not worried about the outcome before the Federal Power 
Commission. We will present our case in the way they want it pre- 
sented. We will answer their questions and we will abide by the 
verdict. 

Well, that is the story. 

The Cuarrman. Are there any questions of Mr. Moses? 

Senator Burke. Mr. Chairman. 

The Carman. Senator Burke. 

Senator Burke. You are equally in favor of the Case bill or the 
Ives bill? 

Mr. Moses. We would be glad to get the Ives bill. 

Senator Burke. But the Case bill 

Mr. Moses. As a matter of pure logic, if you want my opinion, Sen- 
ator, and I am not pretending to speak for anybody else, I like the 
principle back of the Case bill. TI like the idea of leaving this to the 
Federal Power Authority, after the hearings, after the discussions, as 
against even a bill that 1s entirely satisfactory to us. It is a matter 
of procedure. It is a matter of principle. 

Senator Hortanp. Mr. Chairman, I would like to ask several ques- 
tions. 

The CuatrmMan. Go ahead, Senator. 

Senator Hotianp. First, who owns the water rights at Niagara on 
the American side ? 

Mr. Moszrs. We, of course, have contended always that they are 
owned by the State of New York. 

Senator Hottanp. What have the court decisions held on that? 

Mr. Moses. They have gone along with that idea, even up to this last 
decision. 

Senator Hotitanp. In what courts have those decisions been ren- 
dered ? 

Mr. Moses. The last one was made in the United States Supreme 
Court, within the last 2 weeks. 

Senator Hotzanp. Then both State and Federal courts have held 
that the water rights, as such, belong to the State of New York? 

Mr. Moses. Yes, sir. 

Senator Hotianp. Now, let’s come to the bottom rights. "Who owns 
the bottoms of the river, out to the international line? 

Mr. Moses. We do. We have made grants through the State land 
board. I waschairman of the State land board at one time. 
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Senator Hotianp. Any possible question—— 

Senator Stennis. Up to the State line ? 

Mr. Moses. Yes; up to the international line, but we don’t claim 
for a moment the Federal Government hasn’t got control over naviga- 
tion and other matters that are regulatory, as distinguished from 
proprietary. 

Senator Hottanp. Didn’t the tidelands bill, recently approved by 
the Supreme Court, though petition for rehearing is now pending, 
specifically provide that the bottoms out to the international bound: ary 
belong to the State ? 

Mr. Mossgs. I didn’t quite get the question, Senator. 

Senator Hottanp. Did not the Tidelands Act, recently approved by 
the Supreme Court—— 

Mr. Moses. Oh, yes. 

Senator Hotianp (continuing). Provide that the bottoms out to 
the international boundary belonged to the State ? 

Mr. Moses. There was some question, as you know, Senator, and 
you have been very familiar with that legislation, to just which of the 
inland streams were involved, but the legisl: ation is pretty comprehen- 
sive. I think it is correct to state that was the result. 

Senator Hotianp. In other words, that act and the decision of the 
United States Supreme Court, if it stands, upholding it, affirmatively 
releases any possible claim that the Federal Government might have 
in a property way to the bottom of the river or any other stream which 
is an international boundary, out to a boundary ? 

Mr. Moses. Confirmed the State in its ownership and ratified any 
grants that the State had hitherto made. 

Senator Hotianp. Is it your contention that if the Federal Congress 
in an act approved by the President attempted to give the rights to 
develop the water power to private companies that the rights of the 
State of New York, both as to the water power and to the bottoms, 
which might be involved, but still not be dealt with, could not be dealt 
with legally by the Congress, but that the State of New York also 
would have to be dealt with ? 

Mr. Moses. That is exactly our contention, and we will fight that 
out in the courts to the end, and in the interval, let me add, all the 
diversion will go to Canada. 

Senator Hotianp. In other words, the passage by the Congress of 
an act, whose purpose was to give to legitimate private industry the 
right of developing this water power, would be suspended in its ef- 
fectiveness until the litigation through all the courts would be termi- 
nated on the question of whether or not the Congress had any right to 
involve, in any way, the water rights of the State of New York and the 
bottom rights? 

Mr. Moses. That’s right, however long it may take, and we will have 
the best legal represent ation that can be obtained. 

Senator Hotiann. Now, with reference to the power development 
lights at the St. Lawrence Rapids site—I believe that is what you call 


it 
Mr. Mosss. Yes. 


Senator Hoiianp (continuing). The Federal Power Commission 


granted to the State the right to make that development, did it not? 
Mr. Mosss. It did. 


Senator Hotuanp. And what have the courts said on that? 
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Mr. Moses. So far there has been a unanimous decision in the dis- 
trict appeals court, and certain companies, not the five big companies, 
others, are trying to get into the United States Supreme Court. We 
don’t think they are going to get in. 

In the meantime there has been no stay granted, and we have gone 
ahead. We have borrowed some money and we are working, and the 
Canadians, of course, are way ahead of us. 

Senator Ho_ttanp. And you have borrowed money by the sale of 
revenue bonds? 

Mr. Mcses. No; we have borrowed money as an ordinary bank loan, 
the Chuse Bank. 

Senator Hotitanp. You haven’t come, then, to the stage where you 
need the capital investment which would be required to actually de- 
velop the water power / 

Mr. Moses. That, Senator, depends entirely on scheduling, and my 
idea about that is to reduce the time that is needed to finish that 
development from 7 or 8 vears to a meximum of 5 years, and in order 
to get within that schedule, which, of course, I would like to see the 
Canedians adopt also, we would have very shortly to borrow a sub- 
stantial sum over and above what we have got, and for that reason we 
are very anxious to get rid of whatever litigation there is left. 

I think the Supreme Court will dispose of this question very quickly. 

Senator Hotuanp. There has been no court disposition, though, as 
yet, of the question of your right to issue revenue bonds to make the 
construction, to finance the construction, as the St. Lawrence site? 

Mr. Moses. Well, to the extent that the unanimous decision of the 
appeals court is involved. They decided that the license was properly 
granted by the Federal Commission, after full hearing, and to the 
right people. 

Senator Hottanp. Was the question of validity of the bonds specifi- 
cally involved? 

Mr. Mosrs. Oh, yes; everything. 

Senator Busn. Who was the obligor on those St. Lawrence notes? 

Mr. Mosrs. What is that? 

Senator Busn. Who was the obligor on those St. Lawrence notes? 

Mr. Moses. You mean on the loan we made? 

Senator Busn. Yes. 

Mr. Moses. Well, that is a very difficult question to answer. We 
have a powerline there that is worth that much money. 

Senator Busu. No: I say who is the obligor who signed the note to 
the Chase Bank? The authority? 

Mr. Mosss. I guess 

Mr. Burton. I signed it. 

Senator Busn. You signed it? 

Mr. Burton. Yes, sir. 

Senator Busu. On behalf 

Mr. Burton. On behalf of our authority. 

Senator Busu. The State authority ? 

Mr. Burren. As a general obligation note. 

Senator Horanp. All right; one more question about the St. 
Lawrence project: It is my understanding the power developed there, 
though very considerable in amount, will be by no means so economical 
as the power that would be developed at the Niagara River site; is 
that correct or not? 
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Mr. Moses. I don’t think, Senator, anybody can answer that ques- 
tion at this stage of the game. The Canadians don’t take that view 
of it, and they operate from both places. 

Senator Hotianpv. What do your engineers tell you on that? 

Mr. Moses. Well, I haven’t had much of an opportunity to talk to 
the engineers, and I would say that you have, for example, this kind 
of a factor: You have an aluminum company there, which could con- 
ceivably take a lot more of that power, and would ‘like to get it. 

John Burton can give you a better opinion than I can on this, but 
my hunch is—I know the Canadian people very well—they can use a 
very substantial part of that power. 

Senator Hoizianp. I have no question on that. My question is as 
to the possible price of power there in view of the fact, it is my under- 
standing at least, that the production of power there will not prove 
to be, cannot prove to be anything like so dna per unit as will be the 
case at the Niagara site. 

Mr. Moses. Well, that, Senator, depends on who gets it. Take the 
aluminum company, which is sitting right there, right at the source 
of the power 

Senator Hotianp. You are talking about the consumption of the 
power; I am talking about what it costs to produce the power and 
what has to be received in the sale of the power in order to allow the 
project to be self-liquidating. 

Mr. Moses. You can be very sure of this, Senator, that we will never 
be able to sell any proposition on the St. Lawrence to prudent investors 
and bankers and their representatives unless we can prove that very 
thing. 

Now, the Canadians have succeeded in doing that. 

Senator Horianp. You still don’t get my question. I have no 
doubt, from the fact that you have gone so far, that you feel there is 
no question about your ability to sell, dispose of all the power that can 
be produced there. My question is whether or not that power can 
possibly be produced there as economically as the power can be pro- 
duced at this other site. 

Mr. Moses. I can only give you the opinion of a layman who has 
held this office for about 3 or 4 weeks, and that is I think it ¢ an; but 
I can’t prove that. 

Senator Hottanp. I would much prefer to have the opinion of 
the engineers because my understanding has been, it is not against 
you, it is for you, if I understand your contention—that the cost per 
unit, cost of production per unit, and, therefore, the required cost of 
sale per unit of electric energy is materially larger, necessarily so, 
at the St. Lawrence Rapids site than it will be at the Niagara site. 

Now, you say you don’t have the information. I am going to ask, 
Mr. Chairman, that he secure that information from their engineers 
and file it in the record of this hearing, because I think that the com- 
mittee is entitled to have that. 

Mr. Moses. Well, Senator, I want to say this—— 

The CHarreman. You can do that. You submit that and it will 
be made a part of your testimony. 

Mr. Moses. I will submit a report, but there are changes being made 
in the engineering organization, and I don’t think it is the proper 
thing to go below the top people that are running this authority to 
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discuss with their subordinates at this stage of the game what they 
think. 

We will give you a report of the authority, if you want it, on this 
point. 

Senator Hotianp. Well, whatever source you go to we want it to 
be from someone who has more than a layman’s opinion as to this 
question because I think it is a very vital question. I think it bears 
upon the whole effort of the State, if it be a fact, that the production 
at the St. Lawrence site is bound to be much more expensive per 
unit and that the State’s effort will be therefore, much more sup- 
portable, much more defensible, and, on the average, can, in a pool, 
which I am sure will be created, produce the power that will be reachi- 
ing the consumers at a much better figure, if the State has the chance 
to move ahead with both productions rather than just the one. 

In other words, I am not one who feels the Government in those 
few instances where we have public development of power should 
confine itself to the uneconomical ventures, but I think it should have 
a chance to serve its people best by producing economical power along 
with perhaps some others that private industry wouldn’t be at- 
tracted to. 

Mr. Mosss. I see your point perfectly, Senator, but I want to reiter- 
ate that this is a matter to be decided by the power authority, to the 
extent that we have a license on the St. Lawrence. 

Senator Hotianp. I want to suggest there is a matter here that 
is going to be decided, I hope soon, by a committee of the United 
States Senate and then later by Congress and that we are entitled 
to have the information, and I don’t think we are going beyond our 
just rights in requesting it and requesting that it come from the 
most authoritative source that we can receive it from, which in my 
judgment would be from the engineers who are handling the matter 
for you, and I don’t think that is an unreasonable request, and I 
renew it. 

Mr. Moses. We will get an opinion, but it will be transmitted 
through the authority. 

Senator Hotianp. Why, of course. 

The Cuarrman. That can be submitted and made a part of the testi- 
mony of the witness. 

(The matter referred to is as follows :) 

PowWER AUTHORITY OF THE STATE OF NEW YorK, 
New York, N. Y., April 3, 1954. 
Hon. Spessarp L. HoLianp, 


Senate Committee on Public Works, 
United States Senate, the Capitol, Washington, D. C. 

Dear SENATOR: You asked that we submit information to you as to the com- 
parative costs of producing power at the sources on the St. Lawrence and Niagara. 
We are reorganizing the engineering division of the authority under new leader- 
ship and shall promptly review all data previously collected as a necessary step 
toward major policy decisions. 

Plans for the St. Lawrence project have been advanced to the point where 
fairly accurate estimates will be available in about 2 months. Plans for the 
Niagara project are only in very tentative form and therefore our estimates at 
this time are only preliminary ones. 

Preliminary estimates indicate that the cost of producing power at the St. 
Lawrence will be about 2.8 mills and the comparable cost at Niagara about 2.5 
mills per kilowatt-hour. It is probable, however, that when all the details are 
available on the Niagara project, the cost will be the same as at the St. Lawrence, 
bearing in mind among other things the very high cost of the tunnels which, if 
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built, will run through the city of Niagara to Lewiston. Cost figures at the St. 
Lawrence must depend to a considerable extent on design time, schedules, and 
other as yet uncertain considerations. 

A statement was made at the recent Senate hearing that the power companies 
are ready to proceed immediately with the development of the surplus power at 
Niagara. Their detailed plans have never been made public and we do not know 
except in the sketchiest way what they actually propose. Power can be developed 
at low cost by devices of a dubious character not in the interest of scenic preser- 
vation, neighborhood protection, and long-range conservation. 

The notion that Niagara power is manifestly cheaper to develop at the source 
than St. Lawrence power therefore cannot be answered categorically at this time 
When our engineering reorganization is completed and we are functioning 
sinoothly we shall be able to tell you. 

Let me take this opportunity to thank you for your helpful questions and 
remarks at the recent hearing. I was most happy to renew the pleasant 
acquaintance which began with the tidelands discussion. 

Cordially, 
Rosert Moses, Chairman. 

Senator Hotzanp. Mr. Chairman, I have no more questions. 

The Cuarrman. Senator Bush. 

Senator Busu. Yes; I would like to ask a few questions. 

The Cuarrman, All right. 

Senator Busu. Have you always been in favor of this type of opera- 
tion up there, Mr. Moses ? 

Mr. Mosrs. You mean in the authority? 

Senator Busu. Yes; of the State control of this river up there, 
yourself. 

Mr. Moses. You mean the Niagara? 

Senator Busu. Yes. 

Mr. Moszs. Yes. 

Senator Busu. Does the existence of this present hydroelectric 
plant up there—how do you reconcile that with this statement back 
here about the whole thing belonging to the State of New York? I 
mean how do you reconcile that 

Mr. Mosss. I thought that was covered pretty well in these memo- 
randums, the two memorandums, Senator. 

The history is that of the private companies going in and getting 
these special bills and wrecking the falls and all the land around it, 
until the State finally got sick of it, and, in one way or another, 
through the constitution, through statutes, got control of it. 

Senator Busy. Do you think the authority should take the existing 
operations over in connection with the new project ? 

Mr. Moses. It hasn’t been proposed at all. 

Senator Busu. I beg your pardon. 

Mr. Mosgs. It hasn’t Ginx proposed. 

Senator Busu. I know it hasn’t been proposed. 

Mr. Mosss. Yes. 

Senator Busu. But I wondered whether your thinking went on it 
that far. 

Mr. Mossgs. No. 


Senator Busu. Then you would have private power on one part 


and public power on the other part, and that wouldn’t bother you 
at all? 


Mr. Mosss. No. 

Senator Busu. You said you thought if the people of New York 
had a chance to act on this there wouldn’t be 10 percent that would 
vote in favor of private operation on the Niagara River. Now, 
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how do you reconcile that statement with the fact that out of 41 
of the Representatives from New York in the House 32 of them 
both Democrats and Republicans, voted in favor of the Miller bill? 

Mr. Moses. I wouldn’t have any answer to that at all. What I 
was referring to, Senator, is a perfectly simple test, constitutional 
amendment, for example, where everybody votes. 

Senator Busn. But don’t you think we are justified in thinking 
that if 32 out of the 41 Congressmen from a State vote in favor of a 
bill that that pretty well reflects the opinion of the people of that 
State? 

Mr. Mosss. I would say that it didn’t necessarily reflect anything 
as to their views. 

Senator Busu. You don’t think they properly reflect the-—— 

Mr. Moses. No; I don’t. 

Senator Busu. You have a Republican administration up there. 
I noticed that in that vote 26 out of the 27 Republicans voted for 
the Miller bill, so-called Miller-Capehart bill. Wouldn’t that indicate 
anything to you? 

Mr. Mosss. No. 

Senator Busn. Nothing at all? 

Mr. Moses. Not in this context. 

I know what the pressures have been. I know what they have been 
over the years. I’ve seen the same kind of votes in the Adirondacks 
ending up with a 3-to-1 vote against them on a constitutional 
amendment. 

Senator Busu. Now, the record of these hearings, last year and 
this year, contain information which shows that most all of the news- 
papers in the State of New York have editorially supported these 
private developments and only 4 or 5 have supported the State devel- 
opment. Don’t you think they are pretty apt to reflect the—— 

Mr. Moszs. I don’t think that is the situation. It wouldn’t impress 
me unless you told me what papers they were. 

Senator Busy. Well, there are 180 newspapers that are recorded 
editorially. I can’t give you that list, but it is very interesting. If 
it is of interest to you, I think we can provide you with it. 

Mr. Mosss. I have the figures. 

Senator Busu. You have the figures. 

A hundred and eighty of the figures we have have editorially sup- 
ported it and only 4 or 5 have are the State project. 

Now, that, to me, is very significant, as a Member of the Senate. 
I mean that is a very impressive, very persuasive indication of what 
public opinion might be in this State, which you say would only be 
10 percent in favor of the Miller bill. 

Mr. Moses. Would you weigh the paper in my village on Long 
Island, Babylon, 3,000 circulation, against the New York Times? 

Senator Busu. That would be a little difficult. It sounds like a 
horse-and-rabbit pie, 1 horse and 1 rabbit. 

Mr. Moses. Yes; that is what I think. 

Senator Busn. But I don’t think 

Mr. Mosss. These are weekly newspapers you must be quoting that 
don’t have any editorials. 

Senator Busn. I beg your pardon. 

Mr. Moses. We have weekly newspapers in New York that have 
been quoted in this list that have no editorials. 
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The Cuarrman. Mr. Moses, as I understand it, this means daily 
papers. 

There are about 180 daily newspapers in the State of New York. 
That was my understanding. 

What is your understanding of it? 

Mr. Moses. My understanding is that there are not 180 daily 
newspapers. 

Senator Busn. I didn’t assert they were daily because I don’t know 
about that. They are newspapers. There.might be some weeklies. 
I don’t think that is particularly significant. 

Mr. Moses. Are there 180, Senator ? 

Senator Busu. I didn’t say there were, Mr. Commissioner. 

The CHarrMan. | went into this a little bit, because that was a 
surpr ise to me, and, as I understand it, taking Pennsylvania, we have 
133 dailies, and I was told in New York it is about 180, and that 
that was the proportion of support. 

Now, I am trying to get information myself, because I would like 
to do what the people of New York would like to have be done. 

Senator Case. Mr. Chairman—— 

Senator Busu. That is the situation we have got. 

Senator Case. Would the Senator yield and let me offer a little 
evidence on that ? 

Senator Bus. Iwill yield for that purpose. 

Senator Casr. I have here an snes il from the New York Times 
of Tuesday, March 9, which reads in part—it is headed “Another 
Job for Mr. Moses”—and the first ladenmaail says: 

Robert Moses has now taken on the New York State Power Authority as one 
of a dozen or more jobs he handles with miraculous ease. 

The news is good because the authority at the moment has two tasks of great 
importance to accomplishment * * *, 

[ skip a part of it and come to this paragraph : 

The Niagara power plant is another matter. Here there is a first-class struggle, 
in which all Mr. Moses’ proved fighting qualities and civic spirit will be needed. 

A bill to give the right to develop the Niagara power to five private utility 
companies and not to the State, the Capehart-Miller bill, has already passed the 
House of Representatives, It comes up for a hearing tomorrow before the Senate 
Public Works Committee. 

The bill should be defeated in the Senate or, barring that, it should be vetoed 
by President Eisenhower. 

Now, that is the New York Times, which is a fairly representative 
New York ett oon 

The New York Herald Tribune, of the same date, has as its lead 
editorial “Mr. Moses’ New Post” 

Mr. Robert Moses already wears a large number of hats to the advantage of 
the people of New York City and State. The latest which he has donned at the 
invitation of Governor Dewey, that of chairman of the State power authority, 
promises to be at least equally beneficial. 

And then I skip part of it for the purpose of brevity and come to 
this part: 

It is a real question whether Congress will allow the State power authority 
to go ahead with the development of power at Niagara Falls and St. Lawrence. 

Hearings will start shortly on the Senate bill to confine such development to 
private companies, a proposal which, as Governor Dewey has pointed out, would 


place New York State at an acute disadvantage in competition with hydroelectric 
developments of other States. 
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In testifying on behalf of the State and before the Senate committee on 
this bill, Mr. Moses will speak from a background of language familiarity 
with the problem and active concern to carry through the New York plan. 

“He combines a national reputation as one of the most efficient builders of 
our time,’ to quote the Governor, “with practice in serving many administra- 
tions of differing political complexions on a wholly nonpartisan basis.” 

All of this, when sparked by Mr. Moses’ energy and articulateness, should 
have a decided effect upon Congress. It is wise and proper, therefore, to allow 
him to testify with the full weight of official authority as chairman of a State 
group most intimately concerned. 

Governor Dewey’s offer of-a post to Mr. Moses deserves applause. 

By accepting this unsalaried, tough chore, the new chairman of the power 
authority has again earned the gratiude of New Yorkers. 

And I suggest the New York Herald Tribune and New York Times 
are fairly competent authorities to express New York opinion. 

Senator Busn. Mr. Chairman. 

Mr. Moses. I would like to say. 

Senator Busn. I would like to thank the Senator for reading those, 
and I certainly subscribe personally to all the complimentary things 
that are said about Commissioner Moses. I wouldn’t take issue with 
one single item they said about him, but I don’t gather the New 
York Tribune article is particularly persuasive on the point at issue 
here. 

The Cuarrman. Mr. Moses, there has always been and still is quite 
a political division between Greater New York City and what we 
call upstate New York. 

Mr. Moses. Well, I am not so sure that is always so. That is, I 
think, a slight oversimplification, Senator. 

There are, at the moment, almost 5 million people living on Long 
Island, about a third of the population of the State. 

The CHarrman. Wait a moment. Isn’t Greater New York City 
practically half the population of the State of New York? 

Mr. Moses. Yes; it is half the population. 

The Cuarrman. Or a little more than half? 

Mr. Mosgs. Yes, but the point 

The Cuarreman. And when you come to vote, year after year—I 
have followed presidential elections and State elections in New York 
for the last 50 years—the vote in Greater New York is entirely differ- 
ent from what we call upstate New York. 

Mr. Moses. I just don’t agree with that. I think by the time you 
throw in the suburbs, and Long Island has two counties—— 

The Cuarmman. I am talking of Greater New York, which is about 
8 million people. 

Mr. Moses. So am I, and I am saying if you throw in the suburbs, 
which often agree with New York City on many matters, such as 
this one, you get to the point where you are talking about two-thirds 
of the people in the State. 

Now, you won’t find a single newspaper that I know anything 
about in New York that is going to support this five companies’ bill; 
not one. 

Senator Busn. In the city of New York? 

Mr. Moses. Yes. 

Now, let’s go outside. You won't find any on Long Island that I 
know anything about, and you won’t find any in Westchester, unless 
I’m greatly mistaken, and I don’t think you are going to find so many 
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papers upstate when you are all finished, and, moreover, this isn’t a 
policy of public opinion. 

Senator Busu. No, but the commissioner—— 

Mr. Mosss. It is a matter of principle, isn’t it ? 

Senator Busu. The commissioner raised the question himself by 
saying he thought only 10 percent of the people in New York would 
support this. 

Mr. Moses. Yes, given an opportunity to vote. 

Senator Busu. And I am going to pursue my questioning, because 
there are other groups which are on the record here, which I think are 
rather convincing, that the Miller bill is popular in the State, and 
I think that is a very important consideration. 

We have had before this committee—we had joint hearings last year 
between this subcommittee and the House committee, and at that 
time—I believe it was at that time—the county boards of supervisors 
of the State of New York, which would appear to be rather grass- 
roots representatives of the people, endorsed the private bill. "They 
endorsed the Miller bill. 

Now, don’t you think they reflect important opinion in the areas 
in which they are county supervisors ? 

Mr. Mosss. Senator, let me tell you something. These people whose 
opinions have been obtained by somewhat dubious salle have been 
subjected to a barrage of advertising, pressure from these companies, 
the like of which I have not seen in m: uny years. That will all appear 
in the course of a campaign, and you will find out how wrong some 
of these people have been. 

That fact that a supervisor, who has to depend upon the suffrage 
of a local county newspaper, which has fallen for a page advertise- 
ment from these companies, is motivated by that barrage, doesn’t 
impress me in the slightest degree. 

Senator Busu. We have had resolutions, hundreds of resolutions, 
from consumer groups in the State of New York, consumer groups who 
oppose the State development and favor the Miller bill. Now, are 
they also the victims of that crusade, so to speak ? 

Mr. Mosrs. I think many of them are; yes. 

Senator Busn. I mean to say 

Mr. Moszs. The State isn’t able to buy a page in the Daily News or 
the 

Senator Busu. But don’t you think they represent these consumer 
groups, are capable of making up their mind about an important 
public question? Are they pushed around ? 

Mr. Moses. I don’t think they have made up their minds at all 
about it, and I think you will find they will make up their minds 
before long. 

Senator Bus. But they have sent resolutions in here. 

Mr. Mosss. I am not impressed by them. They show diligence and 
not merit. 

Senator Busn. Well, we have to be impressed by these resolutions 
here. What can we depend on? 

Mr. Mosszs. I think you ought to depend on principle. 

Senator Busu. I certainly agree with that, and I believe that is 
heavily involved in here. 

Mr. Moses. Well, that is the important thing. 
Senator Bus. And I will come to that in a little while. 
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Now, so far as labor organizations are concerned, I don’t think the 
record shows one labor organization has come in here and su »ported 
the State authority bill, whereas all that have come in, including the 
New York State Federation, the utility workers’ unions, both “CIO 
and A. F. of L., favor the Miller bill. 

Now, what is the objection to that?) What is your comment about 
that ? 

Mr. Moses. I am not impressed at all. I doubt whether any one of 
those unions, the members, ever voted. I know how endorsements are 
obtained, of that kind, and I know how skillful these groups are in 
obtaining them. 

Now, if you want to reduce this thing to that kind of a debate, all 
right; we will meet that, if that is the kind of a debate you want. I 
don’t think it is the wise thing to do. 

Senator Busu. I submit that these people all have a right to express 
their views, and they have done so very clearly. 

Mr. Moses. Well, I don’t think they have done so clearly at all. 

Senator Busn. Well, they have. 

Mr. Moszgs. I think I know the State of New York pretty well. 

Senator Busn. I am sure you know it much better than I do, and 
probably better than anybody here. There is no questoin about that. 

Mr. Moses. I am speaking to the building trades on Thursday. I 
will bet you if I took a vote at the end of the speech there that I would 
get 75 percent of the people in the room, and maybe more; but I don’t 
think that is the way to go at it. 

If we have got to go at it that way, why, we will do it. 

Senator Busu. I also suggest that the farm organizations through- 
out the State have unanimously supported the Miller bill. 

Mr. Mossrs. I don’t think that has been unanimous. 

Senator Busn. Well, at least we haven’t had any farm organizations 
come in here opposing it, and all those which have come in, a large 
number—they-are in the record here; I have the names of those who 
have favored it, who have come in here. 

Now, I think, judging by my own limited acquaintance with farm 
organizations, in my own State, and with the American Farm Bureau 
Federation, they study these matters very closely, and I have found 
them, on the whole, very satisfactory advisers on public questions, and 
especially in my own State. I welcome their advice, and I don’t think 
they are the victims of propaganda particularly, any more than any 
of us are, and I think they try to discover the truth and express them- 
selves in what they think is the best interest of the community. 

Mr. Moses. You know, this has been a one-sided argument so far, 
Senator. 

Senator Busn. There has been plenty of time for people to present 
the other side. 

Mr. MoSgs. No; it isn’t just a question of time. It is a question of 
money, too. We haven’t had any money in the authority. Mr. Burton 
hasn’t had any money to meet these page advertisements and mis- 
representations, but if they have to be met—I can assure you that I 
don’t like gutter fighting, but I can do it, if it has to be done that way. 
I got my training in water polo. 

Senator Busu. I agree that is a pretty rough sport, and I wouldn’t 
deprecate the commissioner’s ability as a fighter for a single instant, 
but I do think he is pretty rough on a lot of organizations in his own 
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State, which I think have taken an active interest in this, and I think 
a sincere one. 

[ sat in these hearings for weeks last year over in the House, and 
| was very much impressed with the sincerity of these people who 
came down from New York, and I would also add now that the busi- 
ness associations, the commerce associations, the local chambers of 
commerce, that have come in all seem to favor the private development. 

Mr. Moses. They even had their letters written for them by the 
five utility companies. 

Senator BusH. Maybe the commissioner is right. I don’t know, 
but they don’t look as though they had been written—I mean all— 
by the same hand. There are a lot of different letters that look like 
different people had written them. 

Mr. Mosrs. Well, there were three versions I saw. There was a 
little variety. They were smart enough for that, but I would like to 
ask, if I may—— 

Senator Busu, You don’t want to say that all these proponents 
who represent labor, the farmers, the county supervisors and the Mem- 
bers of the House of Representatives over here, don’t amount to 
anything 

Mr. Moses. I don’t think it amounts to a thing in this context. 

Senator Busu. They don’t express public opinion ¢ 

Mr. Moses. No. 

[ would like to ask a very simple question in that context. If they 
had the votes and the support, why didn’t they put a bill through the 
State legislature ? 

Senator Busu. I don’t know. I am not familiar with 

Mr. Moses. Well, I know, because they couldn’t pass it. 

Mr. Bus. I am not familiar with the State legislative history. 

Mr. Moses. Well, that is the place to begin. 

Senator Case. Mr. Chairman, would the Senator yield at that 
point ? 

Senator Busu. Just for a question. I have a few more pertinent 
questions. 

Senator Case. Is it not true that a bill was introduced for the pur- 
pose of repealing the State’s position on Niagara power and the legis- 
lature refused to consider it 4 

Mr. Mossgs. It never even came out of committee. There was abso- 
lutely no sentiment for it. It would have been overwhelmed if it had 
come out on the floor. 

Senator Busu. When was that? 

Mr. Mosgs. This session. 

Senator Hotianp. Mr. Chairman, might I ask a question here? 

I have had the impression that Governor Dewey’s greatest strength 
was upstate throughout the time of his election, in so many recurring 
elections as the Governor of New York State; is that correct? 

Mr. Moses. That’s correct. 

Senator Hotianp. I have also had the impression that upstate New 
York was very powerful in the State legislature; is that correct or 
incorrect ? 

Mr. Moses. In the majority. 

Senator Hotuanp. And are we told now that not only the Governor 
continuously and consistently has been for the development by the 
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State power authority, but that the legislative policy laid down and 
still standing is for that kind of development, and that an effort to 
overcall an earlier determination so as to repeal the existing law 
that gives the authority to the State power authority was hopelessly 
unsuccessful ? 

Mr. Moses. That is entirely correct, and I must repeat that every 
governor, since this became an issue, every governor of New York 
State, over all these years, except Governor Miller, was in favor of the 
idea of keeping these sources of power in the State, inalienable, and 
in the case of Governor Miller, 1 might add, he wasn’t able to do a 
thing with the legislature, which was Republican, in both Houses, to 
change that idea. 

Senator Kucren. M: ay I ask a couple of questions, Mr. Chairman ? 

The Cuamman Well- 

Senator Kucne.. Excuse me. 

Senator Busn. I will yield. 

Senator Kucuet. No. 

Seantor Busu. Go ahead. 

Senator Kucuen. No; I will wait my turn. 

Senator Busu. No. 

Senator Kucnen. I thought you were through. 

The Cuarrman. No. 

Senator Busn. No; go ahead, Senator. 

The Cuarrman. Go ahead, Senator. 

Senator Kucnet. Mr. Moses, the pleasure of your visit here toda 
was occasioned by my suggestion earlier that you be invited to sttande 
principally by reason of a statement on the part of Congressman 
Roosevelt, who testified here earlier. 

I think part of the basis on which the Congressman is urging this 
committee to look with favor on his bill was that he urged the com- 
mittee to recognize, first, that his bill would provide for a preference 
in the sale of power to public agencies and then, kind of by way of 
interpretation of the State authority, he suggested that the State au- 
thority has interpreted the provisions of the State statute relative to 
the preference of sale of power in diametrically opposite ways, that is 
to say under some membership of the agency on one occasion it has 
interpreted the State statute to find there was no guarantee of prefer- 
ence, and then subsequently arrived at a diametrically opposite con- 
clusion. 

It was because of that statement that I thought if it were possible 
for you to come here and testify as to the interpretation which the 
State authority under your direction makes it might clear up what the 
Congressman raised by way of objection to either the Case bill or 
perhaps the Ives bill. 

I wonder if you can comment on what, if any, preference features 
there are in the New York statute and how the authority, of which 
you are chairman, has interpreted those ? 

Mr. Moses. I don’t think the authority has done any official inter- 
preting in the past. 

Is that correct ? 

Mr. Burton. Yes; it has. 

Mr. Moses. Well, go ahead. 

Senator Martin, is it all right if my associate here answers the 
first part of that question, covering his term? 
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The CHarrman. Yes; go ahead. 

Mr. Burron. Senator Kuchel, in 1946 the then chairman of the 
power authority signed an agreement with the Army engineers saying 
that if the State of New York got St. Lawrence it would observe the 
Federal type of preference, that it would give preference to municipal 
and cooperative systems and that it would build transmission lines to 
load centers. 

That agreement was signed by the then chairman 3 days after he 
took office. I am sure he was not fully acquainted with what he was 
signing, and it was prepared by the then staff of the authority. The 
staff had not engaged in engineering research on the question of dis- 
tribution in New York at that time, so that it was unable for the 
authority, in other than principle, to reach a conclusion as to what 
type of marketing best fitted the Northeast. 

In 1951, at a conference with the Army engineers and a number of 
representatives of the then administration, L rejected, as then chair- 
man, that agreement because that agreement did not fit the circum- 
stances of the Northeast. 

In the Northeast we are very well covered by transmission network. 

Senator Kucnen. When you say “Northeast,” do you mean the 
area that would be served at least in part by the St. Lawrence? 

Mr. Burton. I mean within the economic effect of Niagara and 
St. Lawrence, which runs somewhere from Ohio into New England. 

You have not an adequate transmission network, but you have it 
well covered, and what it needs to be is to be beefed up rather than 
new lines being run out to municipal customers, and what the North 

east desperately needs is an integrated power pool, where all sources 
of power, whether it is public or private, are integrated and you use 
at one time for any given demand the cheapest source of power 

Now, that takes some new tie lines to accomplish it, but the State 
law specifically requires that those lines be privately built, that they 
be built by the existing systems. That doesn’t mean private, but not 
by the State. A co-op could build it or a municipal plant could build 
the lines, but the State of New York should not build those lines and 
cannot legally build those lines, unless the systems that are there 
refuse to do so under a fair arrangement. Then it can. It can build 
transmission lines, if it has to. 

Senator Kucnen. So, it would be your statement that the laws of 
the State of New York are silent with respect ¢o so-called preference 
customers ? 

Mr. Burron. I was just coming to that. 

They are not quite silent. The law, of course, was written in 1931. 
There were no co-ops in New York State at that time, and there were 
but few municipals, and it was a situation of having to write the law 
in a manner to protect the municipals, and it does say they shall 
receive an equitable share of the power. 

Our law, furthermore, has a type of preference. It is not the type 
you understand here at all. It is an expression that the benefits of 
this power, Niagara and St. Lawrence, shall be used primarily for 
the benefit of rural and domestic consumers, and that industrial use 
shall be secondary ; it shall be used in a manner of load factor buildup, 
to permit lower rates for rural domestic consumers, so that you do 
have a type of preference but our law clearly indicates that benefits 
for rural and domestic consumers shall be equally available to any 
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rural domestic consumer, whether he is served privately, publicly, 
or cooperatively. 

Senator Case. Mr. Chairman, would the Senator yield for a 
question ¢ 

Senator Kucuen. Yes, sir. 

The CuarrMan. Now, I don’t want to—I would like to get through 
with Mr. Moses. 

Senator Case. Well, Mr. Chairman, I would like to get Mr. Moses 
through, too, but the Senator from South Dakota is a member of the 
committee. 

The Cuamman. That is right. 

Senator Case. He has a bill pending. 

The CHatrman. I understand, but I mean we are going to confine 
the questions to Mr. Moses. 

Senator Casr. The question is to Mr. Moses. 

The CHairman. All right; go ahead. 

Senator Case. Is it not a fact that the New York law, which estab- 
lishes, prescribes a certain preference for the consumers in New York, 
would be to a certain extent defeated by applying the Federal prefer- 
ence law in view of the fact that 95 to 98 percent of the consumers 
in New York State are supplied by private utilities ? 

The Federal preference law, as I interpret it, would ark the 
export of that power outside the boundaries of the State of New 
York, if there were public bodies which asked for it, and thereby 
get preference over the people who are citizens of the State of New 
York. 

Mr. Moss. I don’t quite get the question. 

Senator Case. The question is, Isn’t it true that the application of 
the Federal preference law would injure the consumers in the State 
of New York who get their power, whether rural or city, from pri- 

vate utilities? 

Mr. Moses. | don’t think so. 

I don’t know whether you are addressing yourself to the Case bill 
or to the Lehman-Roosevelt bill. 

Senator Case. Well, however it might apply. 

The Cuarrman, It doesn’t make any difference. 

Mr. Moses. There is quite a difference. 

Senator Casr. The Roosevelt-Lehman bill, as it was introduced, or 
the second bill, as it was introduced, writes into the law the applica- 
tion of the Federal preference clause, which clearly states that public 
bodies and cooperatives shall have a preference in the distribution 
of power. 

Mr. Moses. I know that. 

Senator Casp. Now, in view of the fact that the testimony by Gov- 
ernor Dewey was that 98 percent of the consumers in New York get 
the service from es utilities—Senator Lehman used the figure 
95 percent, but whether 95 or 98 percent, if they are served by pri- 

vate utilities, wouldn’t a writing into the law of the Federal pref- 
erence which requires preference to public bodies and co-ops, and 
to States—I think States come first, the way they have it—require 
the export of that power outside the boundaries of New York to the 
detriment of the 95 percent of consumers who get 

Mr. Moses. I don’t know the answer to that. I don’t think anybody 
does. 
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I have to come back to the statement I made before. In order to 
finance this program, we have to satisfy private bondholders and 
their representatives, and I can’t tell you in advance just what would 
come out of that. 

One of the main objections I have to the philosophy of both Sena- 
tor Lehman and Congressman Roosevelt is that they want to decide 
in advance something nobody can decide in advance, and something 
that Senator Lehman, as a banker, knows perfectly well can’t be satis- 
fied in advance. 

I think we can get a perfectly fair determination from the Federal 
Power Commission. We are not worried about that, under the Case 
bill. I think we can live with that. 

Now, as to any amendments we might need in our local law, in the 
future, for financing, I don’t know the answer to that. 

The amendments I have seen so far have all emanated direct from 
the power companies and have been offensive to the last degree, be- 
cause this is the mattress they have to fall back on if they are pushed 
out of the window. 

Senator Kucnuet. May I continue? 

I have got just 2 or 3 more questions. 

I asked Congressman Roosevelt this question : 

Would it be a fair statement, Mr. Roosevelt, to say that the Ives bill or the 
Case bill would make available to the State of New York, with respect to Niagara 
power, exactly the same factual situation as it has today with respect to New 
York power? 

And Mr. Roosevelt said: 

Yes, sir; absolutely. 

I was wondering if the authority in developing rules or guide lines 
for the disposal of St. Lawrence power had any decision made on the 
question of sale, with respect to preference, with respect to your 
municipal—— 

Mr. Moses. We are starting to work on it, just beginning to work 
on it. We can’t give you the answer to that. Nobody can give you 
the answer. 

Perhaps I should say this, 1 all frankness, whether it is an admis- 
sion in interest or otherwise, and that is that you find in these cases 
that in negotiating this kind of agreement there is a good deal of 
give and take. I wouldn’t deny that for a moment. As I said before, 
you are depending on the character of the people who represent the 
State to see that the State isu:"t cheated; but you can’t anticipate it 
all in advance. 

Senator Hotitanp. Mr. Chairman. 

Mr. Moses. The mind of the underwriter, the mind of the banker, 
the mind of the investor does not run to a whole long series of pref- 
erences, any more than if vou are financing a throughway or park- 
way, or a bridge; it runs to giving surface rates to people because 
they ride over it more often than not. 

Senator Hotianp. Mr. Chairman, might I ask one question that I 
think might contribute something here? 

Are we to understand, and is it correct to say, that up to this time, 
in spite of the length of time that has existed since the power au- 
thority was created, that there is no power being produced by the 
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power authority and there is no distribution of power by the power 
authority, so that there has been no occasion for the determination of 
any preferences or for the trying out legally of that question ? 

Mr. Moses. That is right. 

Senator Kucuet. If that is true, then the previous testimony by 
one of your representatives that that question has been decided both 
ways by the authority you would disagree with ? 

Mr. Moses. I would emphatically endorse what my associate has 
said about it. 

I am frank to say I wasn’t familiar up to this moment with what 
happened under the old chairman, previous to John Burton. I just 
didn’t know about it. 

Senator Kucnen. Let me ask 

Mr. Moses. It may be pure ignorance, but that is a fact. 

Senator Kucuer. Let me ask this question, and then I will be 
through: The Power Authority of the State of New York has never 
sold any power thus far? 

Mr. Burron. No, sir. 

Mr. Moses. No. The first time it will be ready to sell any will be 
in connection with the further financing of the St. Lawrence to speed 
up the work there, and it will be a long time before any revenue is 
collected, even after that, depending on the length of the schedule. 


I want to add this: Some months ago—I don’t know just when it 
was; maybe a year ago—I asked Franklin Roosevelt, when we were 
discussing another matter, whether he thought the two authority bills 
were irreconcilable, and he thought not, that there was some wording 
that could reconcile them; but he has never given me the wording. 


Senator Srennis. Mr. Chairman, may I raise a point here as to 
procedure? 

Senator Busn. That is the point I want to make. 

Senator Srennts. That is the point I want to make. I don’t know 
anyone who is entiled to time here any more than Senator Bush, but 
I would like to know if this witness, Mr. Moses, will be here this after- 
noon ; if he iscoming back another day. I think he is a very important 
witness. I have some very brief questions, but I am not thinking of 
myself. Here is Senator Case. He has offered one of these major 
bills, and if he is going to have a chance to examine Mr. Moses, I 
would like to hear it, and I am sure some others would. 

May I raise that point here so we can get the ground rules? 

The CHarrMan. Senator Stennis, of course this committee wants 
all the information we can get. 

Senator Srennis. Yes. 

The Cuarrman. I have been permitting this—— 

Senator Srennts. Yes. 

The Cuarrman. To proceed rather irregularly because I have kind 
of felt 

Senator Stennis. I make no objection to that. I just want to—— 

The Cuarmman, I have felt they 

Senator Busn. I have no objection, because I yielded to both of the 
Senators very gladly. 

The Carman. Yes; and I would like to get through fairly early, 
and we could have a session this afternoon. 
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I think we can get permission to sit this afternon because I don’t 
think there is going to be very much of great importance in the Senate. 
At least I don’t know of anything of great importance. 

Senator Hotianp. No. 

The Cuatrman. Off the record. 

(Off the record.) 

Senator Busu. Mr. Chairman, I can finish my questions in just a 
very few minutes. 

The Cuarrman. I am not asking anybody to hurry up. 

Senator Busn. I simply say that for the convenience of others. I 
have just 2 or 3 more questions I would like to raise with the commis- 
sioner. 

Now, the big, important issue that this whole thing raises—I am sure 
Commissioner Moses realizes it better than or certainly as well as any 
ot us—is this question: Here is the philosophy of this administration, 
certainly, that, and it has long been our philosophy in America, the 
purpose of Government is to do those things for the people which they 
cannot do or do so well for themselves, and the business of Govern- 
ment is only to step in to do those necessary things which cannot be 
done privately so well, or at all, by the people, themselves. 

Now, here you have standing by, ready to go, organizations which 
have served the people of the State for many years, apparently with 
satisfaction to the people, served most all the State through their 
distribution system, and they are ready to do this job. They have got 
the credit; they have got the ability; they have got the organization 
and so forth. If they don’t do it and the State organization does it, 
it will involve subsidy by the Federal Government, amongst others, 
to the public authority, whichever it is that does this job. I estimate— 
I think it can be supported—on this $400 million project, if it is done 
by either the State authority or the Federal authority, that it will 
cost the Government in taxes something in the neighborhood of $15 
million a year. That is, the Federal Government will lose that rev- 
enue, as against what they would get if this was done by private 
interests. 

So, we sit here faced with the possibility of subsidizing the great 
State of New York if the commissioner has his way, to the extent of 
$15 million a year. 

I would like the commissioner to comment both on the philosophy I 
have suggested as a reasonable one and also why should we, the Fed- 
eral Government, subsidize the great State of New York to that extent. 

Mr. Moses. Of course, I find myself in complete disagreement with 
you, Senator, on the specific question ; but on the matter of philosophy 
I don’t think even an afternoon session would settle that matter to 
anybody’s satisfaction. 

I happen, as I have said often, to be a conservative and a Republican. 

Senator Busu. That is well known. 

Mr. Moses. Yes; I know that. 

Senator Busu. I very much appreciate it. 

Mr. Mossrs. I may not be quite as conservative or quite as Republi- 
can as you are. 

I started out in my early days as a Progressive. I have long been a 
friend of the Oyster Bay Roosevelt family, and I know the survivors 
of that family intimately. 
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I started out with a difference of opinion, rather fundamental, with 
the philosophy that I gather you are enunciating. I am still a progres- 
sive Republican. 

The question of how little Government can do effectively is some- 
thing we could debate until the cows come home. 

I am apragmatist. I believe certain things need to be done. Some 
- of them can best be done by government and some by private enter- 

wie some by the Federal Government, some by the State and some 
y the city. 

I am not interested in slogans about the unterrified spirit of private 
enterprise, and I am not interested in slogans about oun rule and 
muncipal home rule, or States rights. I am interested in getting a 
thing done. 

Now, in this particular case we are dealing with something that in- 
volves a problem much greater than mere efficiency. It is a question 
of the preservation of the Ni iagara frontier. 

I have spent, as I said before, 30 years trying to undo what the pri- 
vate power companies did up there, and I am intimately acquainted 
with what they did. 

We have a very comprehensive State park program in New York, 
enunciated 30 years ago. It has taken a long time to carry it out. 

The two most important phases of the program were Long Island, 
and also including New York City, and the Palisades of the Hudson, 
and the Niagara frontier. In New York City and up the Hudson, on 
Long Island, about ninety-some percent of the program has been car- 
ried out. In Niagara about 20 percent has been carried out. 

Why? Because of what we inherited at Niagara. 

I have profound convictions on that subject. I have seen what the 
Canadians did, operating on a totally different theory and philosophy, 
in the face of just such. questions as you have asked, in developing 
power at reasonable rates through an authority and in ‘preserving and 
improving the frontier. 

Now, whether it is more important to develop a lot of power at 
Niagara and give up the falls or not is something we would never agree 
upon. 

Senator Busn. I am not in favor—— 

Mr. Mosss. I am for the falls. 

Senator Busu (continuing). Giving up the falls. Iam for the falls. 

Mr. Moses. Yes, but the companies you refer to as having served 

us well—that certainly is an overstatement—are the people who have 
stopped the flow of w ater over Niagara, repeatedly tried to do so, by 
successive diversion, and I know their history intimately. 

I just sold what little Consolidated Edison stock I had, partly in- 
herited from my grandfather. What his line of reasoning was in ac- 
quiring it, I don’t know. I was one of the residual beneficiaries in a 
small way. 

Senator Busu. You didn’t do so badly, though, in—— 

Mr. Moses. Yes. I want to tell you about that. I added to it at par. 
It went down to 20 and I sold it at 42, at a loss of 48. 

Now, I know the history of that. 

In any event, I have followed the companies’ record, and again if 
that is to be an issue in New York, if that is to get into a campaign, 
if that is to get into demagoguery, we will take care of our end of it, 





NIAGARA FALLS POWER DEVELOPMENT 307 


and we will be able to show they have not always served the public 
well. 

Now, I don’t want to be a party to creating an atmosphere in which 
we can’t get any agreement, because that won’t do anybody any good, 
including the companies. That just means Canada gets all the power. 
They are entitled to all the diversion that we don’t use, and they will 
take it. They will take it even in their old, small, rundown plants. 
They will get it because they are smart and we are not. 

Senator Busn. I would simply say, regarding whether they have 
done a good job up there or not, the Commissioner is certainly, I 
agree, very familiar with the Niagara frontier and with so much of 
the State that I am not that I hesitate to take issue with him on any- 
thing. However, down here we have to judge by what we hear from 
people in the neighborhood and from the people around the State, 
and everybody in that neighborhood seems to be in favor of the Miller- 
Capehart bill. 

Mr. Moses. Maybe you are not listening to the right people. 

Senator Busu. Well, we have invited everybody to come and tell 
the story. Last year we held hearings for weeks. I sat over there 
for weeks. The Commissioner didn’t come down. 

Mr. Moses. No. 

Senator Busu. Governor Dewey didn’t come down. 

Mr. Mosrs. I had no part in it. 

Senator Busn. No, and nobody came. 

You were interested in the Niagara frontier at that time? 

Mr. Mosgs. Oh, ves. 

Senator Busu. But you did not come down. 

Mr. Moses. We got out a brochure on it and sent it down. 

Senator Busn. Yes, but nobody came. 

Mr. Moses. Nobody came down because we weren’t invited. 

Senator Busn. Oh, yes. 

Mr. Mosses. We weren’t invited, but we did get up a brochure and 
sent it down and told what we wanted to about it, and went further. 

Senator Busn. Witnesses were invited to invite themselves, and 
we had an awful lot to do it. 

Mr. Mosrs. We took the matter up with all the commissioners in 
New York State, in every region, and we passed a resolution which 
we sent down here in favor of the type of bill that is represented by 
the Case bill or the Ives bill and against the companies’ bill, and it 
was voted for by all by four members of the Niagara Commission, and 
it was even voted for by the vice chairman of the council—I have 
been chairman all these years—who is a senior director of one of the 
five companies. 

Maybe you haven’t been listening to the right people. 

Senator Busn. Perhaps not. I have been listening to those who 
wanted to be heard, and who came, any everybody was invited. 

Now, may I just say one thing more. I am very much in sym- 
pathy with—of course, I am a tremendous admirer of yours for what 
you have done over the years up there, and I am quite familiar with 
most of it, and I am sympathetic with—your views about preserving 
the beauty and the scenic advantages of the Niagara frontier. 

Isn’t it possible for the State of New York, if the Miller bill 
should pass and they build their new plant up there, for the State of 
New York to issue some legislation or some regulations that will re- 
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quire this private operator to keep his place clean and not destroy 
the scenic beauties of that wonderful area? 

Isn’t that possible ? 

Mr. Mossgs. No. 

Senator Busu. Why not? 

Mr. Moses. We would have to overlook 75 years of adverse history, 
and we are not going to overlook it. 

Senator Busn. It seems to me if the legislature is of the view you 
are, they could very easily pass some legislation. 

Mr. Moses. The legislature doesn’t want it. The legislature had an 
ee , as the Senator said, to pass on a bill this year. 

Senator Busu. Why didn’t the legislature express itself adversely 
on this subject ? 

Mr. Moses. Well, if you kill a bill, that is pretty adverse, I would 
say. 

Senator Busu. I don’t think it is necessarily as conclusive as a 
resolution. 

We get resolutions all the time from legislatures, in which they 
resolute this and resolute that, and want you to know this and that. 
We haven’t heard anything from the State of New York. 

Mr. Moses. I don’t know. Governor Dewey can answer that. I 
can’t. 

Senator Busu. The Governor didn’t answer it very well last year 
when he was down here. 

Mr. Moses. I have no control over the State legislature. They an- 
swered the question in the only effective way it can be done, by com- 
pletely rejecting a bill along those lines. They wouldn’t even let it 
out of committee in either house. 

Senator Busu. I beg to differ with the commissioner. They did not 
get a vote in the State legislature. 

Mr. Moses. I don’t think resolutions in the State legislature mean a 
thing, and you know that is true in Connecticut. 

Senator Busu. I don’t know that. 

Mr. Moses. You can get a resolution on anything—Be Kind to Cats 
Week, or anything. 

Senator Busn. I suggest, on a matter as important as this, a resolu- 
tion by the State legislature would mean a great deal. Now, on some 
things they don’t, I will agree with you, but on a matter of vital im- 
yortance like this—this is a national issue; this is a tremendous issue— 
{ say a resolution from the State legislature would be very indicative 
and we would have to pay a lot of attention to it. I bet most of the 
Senators would. I would. 

Mr. Moses. They are not in session now, anyway. 

There will be a campaign before they are in session. If you want to 
inject this issue in the campaign, go ahead. It will be a bad day for 
everybody concerned, if that is done. 

Senator Busu. I don’t want to inject it in the campaign. I want to 
get it out of the way here. 

Mr. Moses. We want to get it out of the way here. It is our issue in 
New York. 

Senator Busu. It is a Federal matter. If you have your way, the 
Federal Government will have to subsidize it to the extent of $15 
million a year. 








ee 


elias 


eater ace 


a ee ee Se 


} 





NIAGARA FALLS POWER DEVELOPMENT 309 


Mr. Mossgs. I don’t agree that is a subsidy at all. 

Senator Busu. What is it? 

Mr. Moses. You mean 

Senator Busu. We will lose that much revenue. 

Mr. Moses. From nonexistent resources ? 

Senator Busu. Yes. 

Mr. Moses. That is something we don’t have at this time. 

Senator Busu. The other project is right there ready to go. If it 
goes ahead, it will mean $15 million a year in revenue to the Federal 
Government. If you do it, we don’t get a cent. 

Mr. Moses. By selling half the land in Central Park I can get 
enough revenue for New York City to finance the Government for the 
next 10 years. 

Senator Busu. The commissioner won’t do that? 

Mr. Mosgs. No, and we don’t do this either. 

Senator Case. Mr. Chairman. 

Senator Busu. I will yield. 

Senator Casx. I am just a little fearful we may not be able to meet 
this afternoon, and I would like to ask one question right now. 

Senator Hotianp. Perhaps we can get it right now. 

Senator Casr. Mr. Commissioner, one thing happened very recently 
which, it seerns to me, has some bearing on ‘this question and which 
was not before the House when it passed the bill which it passed, which 
was not before the joint committee when it held joint hearings last 
year, which as far as I know has not been brought before this commit- 
tee, and that is on the 15th of March 1954, the Supreme Court delivered 
an opinion in the case of the Federal Power Commission, as petitioner, 
versus the Niagara Mohawk Power Corp. Mr. Justice Burton de- 
livered the opinion of the Court and, although there was a dissenting 
opinion, on the central issue the dissenting opinion agreed with the 
central issue. The first two sentences of this opinion read: 





The most significant issue raised by this case is whether the Federal Water 
Power Act of 1920 has abolished private proprietary rights, existing under State 
law, to use waters of a navigable stream for power purposes. We agree with 
the court of appeals that it has not. 

Now, the case has some involved features, but the central theme was 
whether or not rights established under State law were permanent or 
whether they could be overturned by the Federal Power Act. The 
Supreme Court has said: “We agree with the court of appeals that 
it has not.” 

Now, I direct your attention, Mr. Moses, to the section 1001 of the 
Power Authority Act of New York State, ‘which on the charter says 
the bed waters, power and power sites in, upon, or adjacent to or w ithin 
the watershed of the St. Lawrence River, which includes the Niagara 
River, within the boundaries of the State of New York, shall alws ays 
remain inalienable to and ownership, possession, and control thereof 
shall always be vested in the people of the State, and ask whether or 
not you think, in light of this Supreme Court decision, which states 
that rights established under State law would mean that, by your 
assertion of the bed waters, power, and power sites in the St. Lawrence, 
including the Niagara, have vested in the State of New York a right 
which the en Court would recognize, consistent with this bill. 

Mr. Mossrs. I said earlier in the testimony, in answer to a question 
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from Senator Holland, that was so. I quoted that decision and said 
we regarded this to be a proprietary right, which would be protected 
by the Supreme Court, and we would fight it all the way up to the 
Supreme Court. 

Senator Case. I appreciate that. 

Mr. Moses. You weren’t here at the time. 

(The decision of the Supreme Court referred to is as follows:) 


SUPREME COURT OF THE UNITED STATES 
NO. 28.—OCTOBER TERM, 1953 
Federal Power Commission, Petitioner v. Niagara Mohawk Power Corporation 


On Writ of Certiorari to the United States Court of Appeals for the District of 
Columbia Circuit 


[March 15, 1954] 


Mr. JusTice Burton delivered the opinion of the Court. 

The most significant issue raised by this case is whether the Federal Water 
Power Act of 1920’ has abolished private proprietary rights, existing under state 
law, to use waters of a navigable stream for power purposes. We agree with the 
Court of Appeals that it has not. We agree also that in computing a Federal 
licensee’s amortization reserve, required by section 10 (d) of that Act, as 
amended,’ the Federal Power Commission was not justified in disallowing the 
expenses paid or incurred by the licensee in this case for the use of such rights. 

March 2, 1921, Niagara Falls Power Company, a New York corporation, pred- 
ecessor in interest of Niagara Mohawk Corporation, a New York corporation, 
respondent herein, secured from the Federal Power Commission the Federal li- 
cense wtih which we are concerned. It was the first such license issued under the 
Federal Water Power Act of 1920. Its term was 50 years. It authorized the 
diversion of water for power purposes from the Niagara River, above the Falls, 
and the return of it below the Falls, all in New York. The daily diversion, in the 
aggregate, could not exceed 19,500 cubic feet per second (c. f. s.).° 

Section 10 (d) of the Act requires each licensee, after 20 years of operation 
under such a license, to establish and maintain amortization reserves out of any 
surplus thereafter earned and accumulated in excess of a reasonable return 
upon the licensee's net investment. Section 14 makes such net investment, plus 
severance damages, a principal measure of the price the Government is to pay 
when and ifit takes over all or part of the Property.‘ 


1The Federal Water Power Act of 1920, 41 Stat. 1063, as amended, is now Part I of 
the Federal Power Act, 49 Stat. 838: 16 U. 8S. C., secs. 791a—825r. 
2“Sec. 10. All licenses issued under this Part shall be on the following conditions: 
. * * . * * ¥ 


“(d) That after the first twenty years of operation, out of surplus earned thereafter, if 
any, accumulated in excess of a specified reasonable rate of return upon the net investment 
of a licensee in any project or projects under license, the licensee shall establish and main- 
tain amortization reserves, which reserves shall, in the discretion of the Commission, be 
held until the termination of the license or be applied from time to time in reduction of the 
net investment. Such specified rate of return and the proportion of such surplus earnings 
to be paid into and held in such reserves shall be set forth in the license. * * *” 49 Stat. 
842. 843. 16 U. S. C. sec. 803 (d). 

8 This limit soon was increased to 19,725 ce. f. s.. 6 F. P. C. 184, 185, and later to 20.000 
ec. f. s., see 9 F, P. C. 228, 244, n. 28. The Treaty between the United States and Great 
Britain relating to boundary waters between the United States and Canada, proclaimed, 
May 13, 1910, limited the diversion from the United States side to 20.000 and on the 
Canadian side to 36,000 c. f. s. 36 Stat. 2448, 2450. As to additional emergency and 
temporary diversions, see 55 Stat. 1276, 1380; 1. U. S. Treaties and Other International 
Agreements 694. 

449 Stat. 844-845. 16 U. S. C. sec. 807. See also, sec. 16 as to compensation to be paid 
for temporary use of the property hy the Government, 41 Stat. 1072, 16 U. S. C. sec. 809; 
sec. 20 as to rate fixing, 41 Stat. 1073-1074, 16 U. S. C. sec. 813: and sec. 26 as to a pur- 
chase by the Government at a judicial sale, 41 Stat. 1076, 16 U. S. C. sec. 820. “Net 
investment” is defined in sec. 8 as follows: 

“(13) ‘netinvestment’ in a project means the actual legitimate original cost thereof as 
defined and interpreted in the ‘classification of investment in road and equipment of steam 
roads, issue of 1914, Interstate Commerce Commission,’ plus similar costs of additions 
thereto and betterments thereof, minus the sum of the following items properly allocated 
thereto, if and to the extent that such items have been accumulated during the period of 
the license from earnings in excess of a fair return on such investment: (a) Unappropriated 
surplus, (b) aggregate credit balances of current depreciation accounts, and (¢) aggregate 
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In 1942, the Commission expressly held that section 14 applied to this licensee.® 

In 1947, Article 11 of the license was amended so as to specify a 6 percent 
rate of return and to require 50 percent of the licensee’s surplus earnings to 
be paid into its amortization reserves. As so amended, the article read: 

“After the first twenty (20) years of operation of the project under this 
license, namely after March 1, 1941, six (6) percent per annum shall be the 
specified rate of return on the net investment in the project for determining 
surplus earnings in accordance with the provisions of section 10 (d) of the 
Act for the establishment and maintenance of amortization reserves to be 
held until termination of the license, or in the discretion of the Commission, 
to be applied from time to time in reduction of the net investment in the 
project, and one-half of all surplus earnings in excess of six (6) percent 
per annum received in any calendar year shall be paid into and held in such 
amortization reserves.” ° 

In 1948, the Commission began this proceeding to determine the licensee’s 
amortization reserve liability. It was the Commission's first such effort under 
section 10 (d). In 1949, pursuant to a revised staff report, the Commission 
directed the holder of this license to show cause why one-half of its surplus earn- 
ings from March 2, 1941, through December 31, 1946, in the amount of $)94,521.33, 
should not be set aside in an amortization reserve, and why a like proportion 
of its subsequent surplus earnings should not be set aside annually upon a 
comparable basis. In 1950, the Commission’s presiding examiner recommended 
that the licensee’s initial reserve be $914,432.04, and the Commission approved 
that figure in preference to $515,432.04 proposed by the licensee. One Com- 
missioner filed a concurring statement and one dissent. 9 F. P. C. 228. How- 
ever, the Court of Appeals for the District of Columbia Circuit, one judge dis- 
senting, upheld the licensee and remanded the case to the Commission with 
instructions to modify its order accordingly. 202 F. 2d 190." The decision 
turned primarily upon the court’s conclusion that neither the Fe‘eral Water 
Power Act nor the issuance of a license thereunder had abolished the licensee’s 
private proprietary rights to use the waters of Niagara River for power purposes. 
That issue was inescapable because the Commission, in computing the licensee's 
required amortization reserve, had found that certain annual payments and 
discounts made by the licensee for its use of private water rights, existing under 
state law, along the Niagara River, were not allowable expenses for the reason 
that the Commission considered those rights no longer existent. The Court 
of Appeals held precisely the contrary and we granted certiorari because of 
the im»ortant bearing of the decision upon the Federal Water Power Act. 345 
U. S. 955. 

The immediate issue thus presented is whether the licensee’s amortization 
reserve under section 10 (d), for the period from March 2, 1941, through Decem- 





appropriations of surplus or income held in amortization, sinking fund, or similar reserves, 
or expended for additions or betterments or used for the purposes for which such reserves 
were created. * * *” 49 Stat. 839, 16 U.S. C. sec. 796 (13). 

In the instant case the Commission explains that— 

“Section 10 (d) is part of a larger pattern of fairness set up by the act to induce water- 
power development. Licensees are assured of a ‘fair return.’ but the public is saferuorded 
against profiteering by a licensee through profits beyond a fair return. At the end of the 
license period and upon ‘recapture’ by the Federal Government, earnings throughout the 
license period are to be tested against a fair return standard set up in section 3 (13).” 
9F.P.C. at 248 

5This resu'ted from the decision that the “fair valve” provisions of sec. 23 (a), 49 
Stat. 846. 16 U. S. C. sec. 816, applied to licenses to use water rights previously held under 
permits from the Federal Government, whereas this licensee’s prior water rights, if any, 
arise under the law of New York. In re Niagara Falls Power Co., 3 F. P. C. 206, aff'd by 
the Court of Appeals for the Second Cireuit in Niagara Falis Power Co. v. Federal Power 
Commiss on, 137 F. 24 787. 

®A proceeding seeking the Commission’s approval of a further amendment to Article 11 
was consolidated with the show-cause proceedines in the instant case. In response, the 
Commission, in 1950, ordered that article amended to read: 

“After the first 20 years of operation of the project under this license, 6 percent per 
annum sholl be the specified rate of return on the net investment in the project for deter- 
mining surplus earnings and for the establishment and maintenance of amortization reserves, 
pursuant to section 10 (d) of the act; one-half of all earnings in excess of 6 percent per 
annum shal! be paid into such amortization reserves and such amortization reserves shall 
be established, maintained; and disposed of in accordance with the terms of the act and 
such rules, regulations, and orders of the Commission as may be adopted pursuant thereto.” 
9 F. P. C._ at 259. 

Under the above amendment, the method of setting aside the amortization reserves may 
be prescribed by the Commission. 9 F. P. C.. at 232-222 239 

7 Per curiam. Kimbrough Stone. Circuit Judge, retired, from the Eighth Circuit, sitting 
by designaion; Wilbur K. Miller, Circuit Judge. Dissenting, Baze'on, Circuit Judge. 
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ber 31, 1940, should be $914,432.04 or $515,432.04." That difference of $399,000 
is one-half of the $798,000 which the Commission believes should be included 
in the surplus varnings of the licensee for the period. It consists of— 

1. $577,500 paid by the licensee, at the rate of $99,000 a year, for its use, 
for power purposes, of 730 c. f. s. of the “International Paper water rights,” 
and 

2. $220,500 allowed by the licensee as a discount, at the rate of $37,800 a 
year, on certain sales of electric power in consideration of permission to use, 
for power purposes, 262.6 c. f. s. of the “Pettebone-Cataract water rights.” 

The Court of Appeals held that although respondent’s predecessor, in 1921, had 
received a federal license for this project, it nevertheless was justified in con- 
tinuing to meet the financial obligations which it had assumed in return for 
permission to use water rights originally granted and still existing under the law 
of New York. That court, accordingly, approved each of the foregoing items of 
expense and fixed the licensee’s initial amortization reserve at $515,432.04. 

It was not questioned in the Court of Appeals or here that the licensee orig- 
inally had acquired, in return for the above-stated payments and discounts, some 
kind or degree of private proprietary rights under the law of New York to use 
water from the Niagara River for power purposes. Accordingly, we do not con- 
sider it necessary to review here the intricate transactions which resulted in 
the above-described payments and discounts. We accept the conclusion of the 
Court of Appeals “that the International Paper and Pettebone-Cataract water 
rights are valid under the law of New York.” 202 F. 2d, at 202.° For further 
recognition of these water rights under state law, see Water Power & Control 
Commission v. Niagara Falls Power Co., 262 App. Div. 460, 30 N. Y. S. 2d 371, 
aff'd, 289 N. Y. 353, 45 N. E. 2d 907; Niagara Falls Power Co. v. Duryea, 185 Misc. 
696, 57 N. Y. S. 2d 777. 

Neither is it necessary for us to discuss the licensee’s expenses in 1947 or 
thereafter. They must be treated in the same way as those above mentioned, 
except to note that the discounts allowed in return for the Pettebone-Cataract 
water rights ceased with the licensee’s purchase of those rights in 1947. See 
202 F. 2d, at 196. 

We are not required to determine the nature of the rights claimed by 
respondent except to recognize that they are usufructuary rights to use the water 
for the generation of power, as distinguished from claims to the legal owner- 


ship of the running water itself. They are rights to use the force of the fall of 
the water, coupled with an obligation to return the water to the river under 
specified conditions.” The rights under consideration originally were attached 
to riparian lands above and below the Falls. However, they long have been 
separated from such lands and, thus separated, they have been transferred or 
leased to respondent. Under the law of New York, they constitute a form of 
real estate known as corporeal hereditaments.“ The Commission does not now 


5 For computations, see Appendix, infra, p. 18. 

® Respondent's corporate history and the devolution of the title to the International Paper 
and the Pettebone-Cataract water rights are described by the Court of Appeals in 202 F. 2d 
191, at 194-197, 198-202. See also, Niagara Falls Power Co. v. Federal Power Commis- 
sion, 137 F. 2d 787. For a detailed examination of the facts and issues of the instant case, 
see Schwartz, Niagara Mohawk v. FPC: Have Private Water Rights Been Destroyed by 
the Federal Power Act?, 102 U. of Pa. L. Rev. 31. 

10 “* * * While the right to its use, as it flows along in a body, may become a property 
right, yet the water itself, the corpus of the stream, never becomes or, in the nature of 
things, can become, the subject of fixed appropriation or exclusive dominion, in the sense 
that property in the water itself can be acquired, or become the subject of transmission 
from one to another. Neither sovereign nor subject can acquire anything more than a mere 
usufructuary right therein, and in this case the state never acquired, or could acquire, the 
ownership of the aggregated drops that comprised the mass of flowing water in the lake 
and outlet, though it could and did acquire the right to its use.” Sweet v. Syracuse, 129 
N. Y. 316, 335, 27 N. BE. 1081, 1084. 

711A riparian owner in New York has a right to use the waters of an abutting stream 
as part of his estate. United Paper Board Co. v. Iroquois Pulp & Paper Co., 226 N. Y, 38, 
123 N. BE. 200; Waterford Electric Light Co. v. New York, 208 App. Div. 278, 203 N. Y. 
S. 858, aff'd, 239 N. Y. 629, 147 N. EB. 225. 

Recovery by the International Paper Company for the deprivation of its use of the in- 
stant water rights in 1917 was authorized by this Court in 1931. Referring to the 730 
e. f. 8. now before us, Mr. Justice Holmes said for the Court: “From this canal the peti- 
tioner, the International Paper Company, was entitled, by conveyance and lease, to draw 
and was drawing 730 cubic feet per second—a right that by the law of New York was a 
corporeal hereditament and real estate.” International Paper Co. v. United States, 282 
U. S. 399, 405. The Government was obliged to pay for taking those diversionary rights 
by condemnation and they are the ones for which respondent is now paying an annual 
rental of $99,000. The deprivation, therefore, was not an exercise of the Government's 
dominant servitude, but was a compensible taking by condemnation of the paper company’s 
recognized right to use the water. “[T]he Government took the property that the peti- 
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ontest the purchase prices which have been paid for any of these rights. The 
Commission’s present objection is limited to respondent’s deduction, in the 
computation of its amortization reserves, of the annual payments and discounts 

has made and which it proposes to make for the use of such rights. The 
Commission contends (1) that Congress not only may constitutionally abolish 
such local water rights without compensation but that it already has done so, 
and (2) that, although the licensee’s contested expenditures may be lawful, 

r even obligatory, between the parties, they must be disallowed in computing 
the licensee’s amortization reserve under section 10 (d). 

We conclude, as did the Court of Appeals, that, even though respondent’s 

ter rights are of a kind that is within the scope of the Government's dominant 
real le, the Government has not exercised its power to abolish them.” 

While we recognize the dominant servitude, in favor of the United States, 
under which private persons hold physical properties obstructing navigable 
waters of the United States and all rights to use the waters of those streams,” 
we recognize also that the exercise of that servitude, without making allowances 

* preexisting rights under state law, requires clear authorization. A classic 
example of such a clear authorization appears in United States v. Chandler- 
Dunbar Co., 229 U. 8.538. The Act of March 3, 1909, there authorized the exercise 
of the dominant right of the United States to take all of a navigable river’s 
flow for purposes of interstate commerce. It did so in explicit terms. It said: 

“Sec. 11 * * * “the ownership in fee simple absolute by the United States 
of all lands and property of every kind and description north of the present 
Saint Marys Falls Ship Canal throughout its entire length and lying between 
said ship canal and the international boundary line at Sault Sainte Marie, 
in the State of Michigan, is necessary for the purposes of navigation of said 
waters and the waters connected therewith. 

“The Secretary of War is hereby directed to take proceedings immediately 
for the acquisition by condemnation or otherwise of all of said lands and 
property of every kind and description, in fee simple absolute. * * * 

* * * * * 


“Every permit, license, or authority of every kind, nature, and descrip- 

tion heretofore issued or granted by the United States, or any official thereof, 

to the Chandler-Dunbar Water Power Company * * * shall cease and deter- 

mine and become null and void on January first, nineteen hundred and 
eleven * * *,” 35 Stat. 820, 821. 

In that case the Government took the entire flow of the stream exclusively 

for purposes of interstate commerce. The Court accordingly recognized the 

Government's absolute right, within the bed of the stream, to use all of the 


tioner owned as fully as the Power Company owned the residue of the water power in the 
canal.” Id., at 408. See also, Van Etten vy. City of New York, 226 N. Y. 483, 124 N. E. 
201, and People ex rel, Niagara Falls Hydraulic Fesver Co. v. Smith, 70 Avp. Div. 543, 
046: 75 N. Y. 8. 1100, 1101, aff'd without opinion, 175 N. Y. 469, 67 N. EB. 1088 

= The existence of the Pettebone-Cataract water richts, under the law of New York 
prior to the Federal Water Power Act, is recognized by the courts of that state. Hydraulic 
Power Co. v. Pettibone Cataract Paper Co., 112 Misc. 528, 183 N. Y. Supp. 373, aff'd, 198 
App. Div. 644, 191 N. Y. Supp. 12. 

Furthermore, Article 13 of the license recognizes at least the possibility of the survival 
of these rights after the issuance of the license. It provides that in the event the United 
States or a new licensee shall take over the project “Such taking over of the project shall 

Iso be subject to the rights, if any, of Pettebone-Cataract Paper Company and Cataract 
City Milling Company to withdraw water at a rate not exceeding 265 cubic feet per second 
from the Hydraulic Canal or Basin of Licensee, and to the rights, if any, of International 
Paper Company.” 6 F. P. C. 184, 185. 

In 1947, the licensee secured the approval of the New York Public Service Commission, 
and of the Securities & Exchange Commission (under sec. 12 (d) of the Public Utility Hold- 
ing Company Act of 1935, 49 Stat. 824, 16 U. S. C., sec. 797 (d)) of its purchase of the Pette- 
bone-Cataract rights from the licensee’s parent corporation ivr $/28,415.48. Having thus 
completed their purchase, the licensee petitioueda tne Commission to amend Article 13 by 
striking from it the above italicizea reference to these rights. The Commission declined 
and, accordingly, the original reference to the Pettebone-Cataract rights, as well as that 
to the rights of the International Paper Company, remains in the license 

The Commission’s denial of the requested amendment was on the ground that its con 
sent to the omission of the original equivocal reference to the rights “might be construed 
as recognizing other alleged water rights claimed by another company.” 6 F. P. C., at 188. 
The Commission took the position that the rights in question had no existence after the 
enactment of the sears, ater Power Act and it now regards itself as controlled by that 
reasoning. 9 F. P. C., at 252, 258-259. Its action, however, was not considered by the 
Court of Appeals to be Hopoatitve of the issue and it a not binding upon us. 

% United States v. Willow River Power Co., 324 U. 499: United States v. re M., 
St. P. & P. R. Co., 312 U. 8. 592; United States v. Anpatachian Power Co., 311 U. 8. 377. 
See also, United States v. ‘eae City Ins. Co., 339 U. 8. 799 
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waters flowing in the stream, for purposes of interstate commerce, without com- 
pensating anyone for the use of those waters.“ 

That decision is not applicable here. The issue here is whether the much 
more general and regulatory language of the Federal Water Power Act shall be 
given the same drastic effect as was required there by the language of the Act of 
March 3, 1909. We find nothing in the Federal Water Power Act justifying such 
an interpretation. Neither it, nor the license issued under it, expressly abolishes 
any existing proprietary rights to use waters of the Niagara River. Unlike the 
statute in the Chandler-Dunbar case, the Federal Water Power Act mentions no 
specific properties. It makes no express assertion of the paramount right of the 
Government to use the flow of the Niagara or of any other navigable stream to the 
exclusion of existing users. On the contrary, the plan of the Act is one of rea- 
sonable regulation of the use of navigable waters, coupled with encouragement 
of their development as power projects by private parties.” 

The Act— 

“discloses both a vigorous determination of Congress to make progress with 
the development of the long idle water power resources of the Nation and a 
determination to avoid unconstitutional invasion of the jurisdiction of the 
States. * * * 

“The Act leaves to the States their traditional jurisdiction subject to the 
admittedly superior right of the Federal Government, through Congress, to 
regulate interstate and foreign commerce * * *” First Iowa Cooperative 
v. Federal Power Commission (328 U. 8. 152, 171). 

The Act treats usufructuary water rights like other property rights. While 
leaving the way open for the exercise of the federal servitude and of federal 
rights of purchase or condemnation, there is no purpose expressed to seize, 
abolish. or eliminate water rights without compensation merely by force of the 
Act itself.” 

The references in the Act to preexisting water rights carry a natural implica- 
tion that those rights are to survive at least until taken over by purchase or other- 
wise.” Riparian water rights, like other real property rights, are determined 
by state law. Title to them is acquired in conformity with that law. The Fed- 
eral Water Power Act merely imposes upon their owners the additional obliga- 
tion of using them in compliance with that Act. 

The legis'ative history of the Act discloses no substantial support for the 
drastic policy which the Commission seeks to read into it. To convert this Act 
from a regulatory Act to one automatically abolishing preexisting water rights 
on a nationwide scale calls for a convincing explanation of that purpose. We 
find none. In fact, the legislative history points the other way. Representative 


“It was in this connection that the Court pointed out the inconceivabi'ity of private 
ownership in the running water of navigable streams as distinguished from private pro- 
prieterv richts to the use of such water for power and other purposes. United States v. 
Chan4ier-Dunbar Co., 229 U. §., at 69-70. 

% Chapman v. Federcl Power Commission, 345 U. S. 153, 167-168; First Iowa Coopera- 
tive v. Federal Power Commission, 328 U. S. 152, 180-181. The Act was dedicated to 
“enconragin’ private enterprise ard the investment cf privete capital” in power nro‘ects on 
a basis consistent with the public interest. H. R. Rep. No. 61, 66th Corg., Ist Servs. 3. 
The bl was to provide “a method by which the water powers of the country, wherever 
located. can be developed bry public or private avencies under conditions which will give 
the necessery security to the capital invested and at the same time protect and preserve 
every legitimate public interest.” Statement of David F. Houston, Secretary of Agriculture. 
Id. at 

18 Section 14 even provides: “nor shall the values allowed for water rights, rights-of-way, 
lands. or interest in lands [used_in computing a licensee's net investment] be in excess of 
the actual reasonable cost therecf at the time of acquisition by the licensee: * * *” [Em- 
phasis surplied.] 49 Stat. 844-845, 16 U.S. C.. sec. 807. 

1TTy sec. 8 (11) “project” is said to include “all water-rights * * * necessary or appro- 
priate in the maintenarce and operation of the unit, 49 Stat. 838, 839; sec. 4 (b) empowers 
the Commission, in determining the original cost of a project and the net investment in it, 
to require licensees to show “the price paid for water rights” as well as for lands. 49 Stat. 
839: sec. 9 (b) requires an applicant for a license to submit evidence of whatever com- 
pliance he has made with the requirements of state low with resnect to “the annronriation, 
diversion, and use of water for power purposes,” 41 Stat. 1068: sec. 14 requires, when 
teking over a licensed project, that the “values allowed for water rights” sha’l not be 
“in excess of the actval reasonable cost thereof at the time ef acquisition by the licensee” 
(Commissioner Smith emphasized the significance of this clause, 9 F. P. C., at 261). 49 
Stat. 844-845: sec. 28 (b) recognizes the application of state laws to projects where inter- 
state or foreign commerce, pub'ic lands and reservations are not affected. 49 Stat. 846; 
sec. 27 provides that “nothing herein contained shall be construed as affecting or intending 
to affect or in any way to interfere with the laws of the respective States re'ating to the 
control. appropriation, use, or distribution of water used in irrigation or for municipal or 
other uses, or any vested right acquired therein,” 41 Stat. 1077. See 16 U. S. C., secs. 
796-821. 
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William L. La Follette, of Washington, a member of the House Special Committee 

on Water Power which reported substantially the same bill as that which in 1920 

became the Federal Water Power Act, said of it in 1918: 
“This bill is not based on either the Government's ownership or its sovereign 
authority, but on the hypothesis that we as representatives of the States 
have authority to act for the States in matters of this character and pass 
laws for the general good, by the establishment of a limited trusteeship 
or commission composed of officials of the Government, to carry out and 
administer this law in such a way as not to infringe any of the rights of 
the States nor to impede or restrict navigation, but rather to benefit 
it. * * * Under this bill we only allow the commission a supervisory power 
over those functions entirely within the State's jurisdiction for the period 
covered by any license, the State having exercised its rights in advance 
of issue.” 56 Cong. Rec. 9110. 

Shortly thereafter he added: 

“If we put in this language [of sec. 9 (b)], which is practically taken from 
that Supreme Court decision [United States v. Cress, 243 U. S. 316], as to 
the property rights of the States as to the bed and the banks and to the 
diversion of the water, then it is sure that we have not infringed any of 
the rights of the States in that respect, or any of their ru‘es of prop- 
erty. * * * We are earnestly trying not to infringe the rights of the States.” 
Id., at 9810.” 

In 1930, this Court passed upon the basic question now before us when it 
came here in a different connection. In Ford & Son vy. Little Fails Co., 28) U. 8. 
369, Mr. Justice Stone, writing for a unanimous Court, held that a riparian 
owner of a right to use water for power purposes in the navigable Mohawk 
River, in New York State, was entitled to an injunction against the uncompen- 
sated destruction of that right by a subsequent licensee under the Federal 
Water Power Act. The New York Supreme Court had granted such an injunc- 
tion and awarded damages. This Court affirmed that decision, although the 
federal license then before the Court had authorized the licensee to raise the 
navigable waters of the Hudson River to such an extent that they would destroy 
the value of the riparian owner's right under state law, to use the fall of tribu- 
tary waters of the Mohawk for power purposes. It was thus held that the 
Federal Water Power Act had not abolished the complainant's private proprie- 
tary water rights, existing under New York law, to use navigable waters for 
power purposes.” 

“[E]ven though the rights which the respondents [the riparian owners] here 
assert be deemed subordinate to the power of the national government to con- 
trol navigation, the present legislation does not purport to authorize a liconsee 
of the Commission to impair such rights recognized by state law without com- 
pensation,” Jd., at 377. 

After quoting from sections 10 (c) (liab‘lity for damages caused by the licensed 
project), 27 (saving clause as to proprietary rights under state law), 21 (con- 
demnation rights) and 6 (licensee's acceptance of the conditions of the Act) the 
Court added : 

“While these sections are consistent with the recognition that state laws 
affecting the distribution or use of water in navigable waters and the rights 
derived from those laws may be subordinate to the power of the national 
government to regulate commerce upon them, they nevertheless s» restrict 
the operation of the entire act that the powers conferred by it on the 
Commission do not extend to the impairment of the operation of those 
laws or to the extinguishment of rights acquired under them without 
remuneration. We think the interest here asserted by the respondents, so for 
as the laws of the state are concerned, is a vested right acquired under those 





% In 1917, the Senate Committee on Commerce said: 

“[T]he bill is so framed as to protect and maintain the constitutional power ond control 
of the Federal Government over navigable streams. as well as the sovereignty of the States 
and the rivhts of riparian proprietors over and in the beds and waters of thos» streams, 
and allow the full exercise and enjovment of the latter, subject to the paramount authority 
of Congress to regulate the same for navigation purposes.” 8S. Rep. No. 179. 65th Cong., 
2d Sess. 4. as to S. 1419. 

For a history of the congressional debates and hearings, see Kerwin, Federal Water-Power 
Legislation (1926). 

’ The Court refrained from determining whether sec. 21 of the Act, as to eminent domain, 


gave the licensee a further right to condemn and thus pay for the preexisting rights. 
Id., at 379. 


48161—54——21 
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laws and so is one expressly saved by section 27 from destruction or appro- 
priation by licensees without compensation, and that it is one which petitioner 
{the licensee], by acceptance of the license under the provisions of section 6, 
must be deemed to have agreed to recognize and protect.” Jd., at 378-379. 

Parallel reasoning has been applied in a case involving a conflict between a 
licensee and the holder of state-recognized rights to use water from a navigable 
stream for irrigation purposes. United States v. Gerlach Live Stock Co., 339 U. 8. 
725, 734. See also, as to state-created water rights for power purposes Grand 
River Dam Authority v. Grand-Hydro, 335 U. 8. 359, 372; Pike Rapids Power Co. v. 
Minneapolis, St. P. & 8S. 8. M. R. Co., 99 F. 2d 902; United States vy. Central Stock- 
holders’ Corp., 52 F. 2d 322: Rank v. Krug, 90 F. Supp. 773, 798; Great Northern 
R. Co. vy. Washington Electric Co., 197 Wash. 627, 86 P. 2d 208. 

In First Iowa Cooperative v. Federal Power Commission, 328 U. 8. 152, at 175- 
176, section 27 of the Act was discussed in relation to conditions controlling the 
approval of projects. The language there used is applicable to proprietary water 
rights for power purposes as well as those for other proprietary uses. To any 
extent that statements in Alabama Power Co. v. Gulf Power Co., 283 F. 606, cited 
in the First [owa case, indicate a different interpretation, they are not controlling. 

Respondent’s private property rights are rooted in state law, subject to the 
paramount rights of the State and Nation. In the instant case, both the State 
and the Nation have made limited assertions of their superior rights. New York 
has done so through its rental charges and the Nation through its license. Nei- 
ther, however, has laid claim to such an exclusive right to the waters as elim- 
inates the limited use which respondent here seeks to make of them. 

The findings of the Commission and the action of the Court of Appeals disclose 
no sufficient additional circumstances demonstrating the unreasonableness of 
the expenses in question.” 

The judgment of the Court of Appeals, accordingly, is 

Affirmed. 

Mr. Justice REED withdrew, from the consideration and decision of this case. 

Mr. Justice JACKSON took no part in the consideration or decision of this case. 


Appendix.—The Commission’s computation, 9 F. P. C., at 258, is reached, as 
follows: 


Amortization 
reserve 
credits 


Specified 
“Period Base Earnings | return 
(6 percent) 


Surplus 
earnings 


| 
Mar. 2 to Dec. 31, T941__-. $36, 101, 556.74 | $2, 480, 131. 6 $1, 805, 077. 84 $675,053.77 | $337, 526. 88 

Year 1942 : 35, 817, 450.85 | 2, 600, 032. 6 2, 149, 047. 05 450,985.59 | 225, 492. 80 
Tear 1943... 35, 464, 320.95 | 2, 298, 684. 2, 127, 859. 26 170, 825. 18 | 85, 412. 5¢ 
Tear 1944. | 84, 925, 610. 46 1, 952, 641. 25 2, 095, 536. 63 (142, 895, 38)}.........-- 
Tear 1945_. | $4,076,789.61 | 2,027, 324. : 2, 044, } (17, 283.17)}_.--- : 
Tear 1946 33, 286,819.28 | 2, 689, 387. 25 , 209. 16 692, 178.09 265, 999. 


Mar. 2, 1941, to Dee | 
31, 1946 14, 048, 201 2, 219, 337.32 | 1, 828, 864.08 914, 432. 04” 


The above computation offsets the deficits of 1944 and 1945 against the surplus 
earnings of 1946 and reduces the total amortization reserve from the $994,521.33, 
recommended in the revised staff report, to the $914,432.04 approved by the 
presiding examiner and Commission. See id., at 248-250. 

Respondent’s computation, approved by the Court of Appeals, is reached, as 
follows: 


2 Claims of the State of New York, in its own favor, suggested in its brief or oral 
argument as amicus curiae, are not before us. 
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Specified Amortization 






“Period Base Earnings return Surplus reserve 
. . earnings 44 
(6 percent) credits 
Mar. 2 to Dec. 31, 1941-..--. $36, 101, 556. 74 | $2, 366, 131. 61 $1, 805, 077. 84 $561, 043. 77 $280, 526. 89 
Year 1942. 35, 817, 450. 85 2, 463, 232. 64 2, 149, 047. 05 314, 185. 59 157, 092, 79 
Year 1943. -| 35, 464, 320.95 2, 161, 884. 44 2, 127, 859. 26 34, 025. 18 17, 012. 59 
Year 1944... 34, 925, 610. 46 1, 815, 841. 25 2, 095, 536. 63 (279, 695. 38) 
Year 1945 34, 076, 789. 61 1 , 524. 21 2, 044, 607. 38 (154, 083. 17 
Year 1946.....- ‘ 33, 286, 819. 28 52, 587. 25 1, 997, 209. 16 555, 378. 09 60, 799. 77 
Mar. 2, 1941, to Dec. 
31, 1946 13, 250, 201.40 | 12, 219, 337.32 | 1, 030, 864. 08 515, 432. 04 


This reduces the earnings by deducting from them the payments and discounts 
here in controversy. See 202 F. 2d, at 193. 


SUPREME COURT OF THE UNITED STATES 
NO. 28.—OCTOBER TERM, 1953 
Federal Power Commission, Petitioner, v. Niagara Mohawk Power Corporation 


On Writ of Certiorari to the United States Court of Appeals for the District of 
Columbia Circuit 


[March 15, 1954] 


Mr. Justice Dove.as, with whom Mr. Justice BLack and Mr. Justice MInTON 
concur, dissenting. 

Section 10 (d) of the Federal Power Act, 41 Stat. 1069, as amended, 16 U. 8S. C 
section 803 (d), requires licenses to set up amortization reserves out of their 
surplus earnings. The Commission enforced this requirement by ordering 
Niagara to make a book transfer of surplus earnings to an amortization reserve 
account. In determining the amount of earnings available for amortization the 
Commission refused to allow certain water-right payments as expenses. The 
only question before the Court is whether the Commission could lawfully dis- 
regard these expenses in computing Niagara’s earnings for section 10 (d) 
purposes, 

The amortization reserve required by section 10 (d) serves the function of 
reducing Niagara’s net investment. Section 3 (13). Niagara’s net investment 
is the measure of the amount the United States must pay if it decides to recap- 
ture Niagara's plant under section 14 of the Act.’ By allowing these water-right 
payments as expenses for this purpose the Court increases the ultimate obligation 
of the United States. ; 

It may be that Niagara is under a legal duty to pay for its water rights under 
state law. And I agree that the Federal Power Act was not intended to interfere 
with water rights created by state law. But it is not true that the United States 
can be made to pay, directly or indirectly, for the use of the waters of a navigable 
stream. That has been settled at least since United States v. Chandler-Dunbar 
Co., 229 U. 8. 58.2. “Ownership of a private stream wholly upon the lands of an 
individual is conceivable; but that the running water in a great navigable stream 
is capable of private ownership is inconceivable.” IJd., p. 69. If Niagara must 
pay for its water rights without being reimbursed by the United States, that is 
the price Niagara must pay for its federal license. See United States v. Appa- 
lachian Power Co., 311 U. 8S. 377; ef. Regents v. Carroll, 338 U. 8. 586. The 
Federal Power Act should not be construed as requiring the United States to pay 
for something it already owns.* But that is precisely what the Court does today. 


Senator Casp. And, Mr. Chairman, to you and Mr. Moses, and to the 
other members of the committee, I beg your indulgence. I wasn’t 





1The same is true in case the United States moves to acquire the properties under sec 
26 by judicial sale. 

2See also United Statea vy. Chicago, M., St. P. & P. R. Co., 8312 U. S. 592; United States 
v. Commodore Park, 324 U. 8. 386; United States v. Willow River Co., 324 U. 8. 499. 

* The command of sec. 14 is otherwise. It excludes from the “net investment,” which 
must be paid if the federal government decides to recapture the project, “the value of any 
lands, rights-of-way, or other property of the United States licensed by the Commission 
under this Act.” 
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here for the first part because there was a hearing before the Banking 
and Currency Committee at 10 o’clock, where I was scheduled as a 
witness on a matter involving South Dakota and, naturally, where the 
South Dakota interest came, I had to go there rather than here. I am 
sorry I didn't hear the first part of your s statement. 

Senator Hotianp. Mr. Chairman, off the record. 

( Off the record. ) 

Senator Burke. Mr. Chairman. 

The Cuarrman. Senator Burke. 

Senator Burke. I understood Mr. Moses to say if the Capehart- 
Miller bill would pass the State of New York would fight against it. 

Mr. Moses. Yes. 

Senator Burxe. Is the same thing true if the Roosevelt-Lehman bill 
passes ¢ 

Mr. Moses. Well, frankly, I regard that in its present form as 
academic. 

Senator Burke. Why? 

Mr. Moses. Because, as I said before, on the basis of the interpreta- 
tions that I have heard, the State legislature would make the neces- 
sary amendments in the State power act to conform fully to what has 
been said here before this committee. 

Senator Burke. So, then, Canada would get all the power? 

Mr. Moses. Right. 

Senator Srennis. Mr. Chairman, may I ask one question right on 
that point now ? 

The Cirairman. Yes, Senator Stennis. 

I would like to make this statement: Senator Case was apologizing 
for not getting to the meeting. Senator Case has been very prompt at 
all our meetings. 

Senator Stennis. Yes. 

The Cuarrman. And all the members of this committee have. I 
have never had anything to do with a committee where the attendance 
has been as good as the Public Works Committee has been during this 
session. We all have other committees to attend, but I want to say I 
have never had anything to do with a committee where the attendance 
lias been as good. 

So, Senator Case, you need not make any apology at all. 

Senator Case. Thank you. 

The Cnamman. All right, Senator Stennis. 

Senator Stennis. I am going to be very brief. 

Does the chairman want to announce whether he is going to have an 
afternoon session ? 

The Cuarrman. We will not, if we can get through. We have 
called up over there and we will proceed a while longer, unless some 
Senator wants to goa little further than 

Senator Casr. Mr. Chairman, I would be satisfied if I could address 
a letter to Mr. Moses and ask him 3 or 4 questions, with the permission 
to put that letter in the record later. 

The Ciiarmman. That is entirely agreeable. 

Off the record. 

( Off the record.) 

The Cramman. Senator Burke, did you have any further ques- 
tions? 

Senator Burke. No. 
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The Cuarrman. Senator Kuchel. 

Senator Kucue.. No, sir. 

The Cuarrman. Senator Case. 

Senator Case. Mr. Chairman, with the understanding I may write 
a letter and address 3 or 4 questions to Mr. Moses and have those for 
the next meeting next week, I don’t care to ask any further question. 

Mr. Moses. You will get the answer back promptly, and also the 
answers 

The Cuatrman. Yes, to Senator Holland. 

Mr. Moses. That Senator Holland asked for. 

Senator Casr. I would like to express my appreciation to Mr. Moses. 

I didn’t know until I was later informed that you had suggested 
the provisions of the bill which I had introduced would be acceptable 
to the power authority. I want to express my appreciation to know 
that. 

The Cuarrman. Mr. Moses, we appreciate your coming down here 
this morning, and I want you to understand we are all just trying to 
get information. This is a very difficult bill that has been confronting 
us. 

If there is nothing further, the committee is adjourned. 

(Additional communications received are as follows :) 





Power AUTHORITY OF THE STATE OF NEW YORK, 
New York, N. Y., April 3, 1954 


Hon. FRANCIS CASE, 
Committee on Public Works, United States Senate, 
Washington, D. C 

Dear SENATOR: You have addressed the following questions to me: 

Question No. 1: Will you give assurance to rural and domestic consumers of 
the municipal and cooperative systems that they will receive adequate power? 
Will you encourage and make possible a heavier rural and domestic use of power? 

Answer: This question can best be answered by quoting section 1005 subdi- 
vision 5 of our power authority act: 

“5. To develop, maintain, manage and operate those parts of the projects 
owned or controlled by it in such manner as to give effect to the policy hereby 
declared (and all plans and acts, and all contracts for the use, sale, transmission 
and distribution of the power generated by the said projects, shall be made in 
the light of, consistent with and subject to this policy), namely, that the projects 
shall be in all respects for the aid, improvement, and benefit of commerce and 
navigation in, through, along and past the Niagara River, the St. Lawrence River 
and the International Rapids section thereof, and that in the development of 
hydroelectric power therefrom such projects shall be considered primarily as 
for the benefit of the people of the State as a whole and particularly the domestic 
and rural consumers to whom the power can economically be made available, 
and accordingly that sale to and use by industry shall be a secondary purpose, 
to be utilized principally to secure a sufficiently high load factor and revenue 
returns to permit domestic and rural use at the lowest possible rates and in such 
manner as to encourage increased domestic and rural use of electricity. 

“In furtherance of this policy and to secure a wider distribution of such power 
and use of the greatest value to the general public of the State, the authority 
shall in addition to other methods which it may find advantageous make provi- 
sion so that municipalities and other political subdivisions of the State now 
or hereafter authorized by law to engage in the distribution of electric power 
may secure a reasonable share of the power generated by such projects, and shall 
sell the same or cause the same to be sold to such municipalities and political 
subdivisions at prices representing cost of generation, plus capital and operating 
charges, plus a fair cost of transmission, all as determined by the trustees, and 
subject to conditions which shall assure the resale of such power to domestic and 
rural consumers at the lowest possible price, provided, however, that in disposing 
of hydroelectric power pursuant to and in furtherance of the aforementioned 
policy and purposes, appropriate provision may also be made to allocate a reason- 
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able share of project power to agencies created or designated by other States and 
authorized to resell the power to users under the same terms and conditions as 
power is disposed of in New York State. To that end, the authority may provide 
in any contract or contracts which it may make for the sale, transmission and dis- 
tribution of the power that the purchaser, transmitter or distributor shall 
construct, maintain and operate, on such terms as the authority may deem proper, 
such connecting lines as may be necessary for transmission of the power from 
main transmission lines to such municipalities or political subdivisions.” 

Question No. 2: Will the power authority contract directly with REA and 
municipalities so they can be assured of benefits from the production of low-cost 
hydropower ? 

Answer: The power authority will market its power in a manner to produce the 
greatest benefit to the bulk of the users of power within the State. If power 
can be sold economically directly to REA and municipalities, the authority will 
of course favor this method of distribution. On the other hand the authority will 
not parallel existing transmission lines where marketing can be accomplished 
more economically through existing channels. 

Question No. 3: Does the authority have the right to construct transmission 
lines to load centers so as to insure that REA and municipalities can benefit from 
the production of low-cost hydropower ? 

Answer: The Power Authority Act requires the use of the present or a pro- 
jected system provided or to be provided by private, municipal or cooperative 
agencies unless such use cannot be obtained at a fair cost, in which case the 
authority is empowered to build the necessary lines. We have no thought of 
putting private companies out of business by needlessly paralleling their trans- 
mission lines nor of compelling municipal operation. 

Question No. 4: Does the New York plan of the power authority provide for the 
widest possible distribution of benefits among the greatest number of customers, 
taking into account the system of power production and distribution existing in 
New York State and surrounding States? 

Answer: Yes. The plan of distribution finally determined by the authority 
must be based upon the authority’s ability to finance the project by the sale of 
revenue bonds to prudent and cautious investors and this will be contingent 
upon a sound marketing plan. We believe we can develop such a plan and in 
addition provide for the widest possible distribution of benefits to the greatest 
number of customers, including incidentally local industries and surrounding 
States. We would be less than candid if we did not emphasize this phase of the 
New York problem. The power authority bonds are not backed by public credit. 
Ours is not socialistic but a business organization under public auspices which 
must sell power to willing buyers at a rate sufficient to pay for amortization of 
its bonds, interest on them and operating expenses. 

Cordially, 
Rosert Moses, 
Chairman. 


Power AUTHORITY OF THE STATE OF New York, 
New York, N. Y., April 23, 1954. 
Hon. Francis Case, 
United States Senate, 
Committee on Public Works, 
Washington 25, D. C. 


Dear Senator: Since my letter of April 3, 1954, in answer to your questions of 
April 1, 1954, was written, I have been asked to be more explicit and to reply a 
little more fully. Rather than send you a supplementary letter, I have decided 
to substitute a new and fuller reply to your questions. The complete answers 
are as follows: 

Question No. 1: Will you give assurance to rural and domestic consumers of 
the municipal and cooperative systems that they will receive adequate power? 
Will you encourage and make possible a heavier rural and domestic use of power? 

Answer: This question can best be answered by quoting excerpts from section 
1005, subdivision 5 of our Power Authority Act. 

“* * * the development of hydroelectric power therefrom such projects (Niag- 
ara and St. Lawrence) shall be considered primarily as for the benefit of ‘the 
people of the State as a whole and particularly the domestic and rural consumers 
to whom the power can economically be made available, and accordingly that 
sale to and use by industry shall be a secondary purpose, to be utilized principally 
to secure a sufficiently high load factor and revenue returns to permit domestic 
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and rural use at the lowest possible rates and in such manner as to encourage 
increased domestic and rural use of electricity. * * * 

“In furtherance of this policy * * * the authority shall * * * make provi- 
sion so that municipalities and othcr political subdivisions of the State now or 
hereafter authorized by law to engage in the distribution of electric power may 
secure a reasonable share of the power * * * and shall sell the same or cause 
the same to be sold to such municipalities and political subdivisions * * * sub- 
ject to conditions which shall assure the resale of such power to domestic and 
rural consumers at the lowest possible price * * *.” 

Question No. 2: Will the Power Authority contract directly with REA and 
municipalities so they can be assured of benefits from the production of low-cost 
hydropower? 

Answer: The Power Authority can contract directly with REA’s and munici- 
palities and, when it can be done economically, the Authority will favor this 
method of distribution. On the other hand, the Authority will not parallel exist- 
ing transmission lines where marketing can be accomplished more economically 
through existing channels. The Power Authority will market its power in a 
manner to produce the greatest benefit to the bulk of the users of power within 
the State consistent with sound financing. 

Question No. 8: Does the Authority have the right to construct transmission 
lines to load centers so as to insure that REA and municipalities can benefit from 
the production of low-cost hydropower? 

Answer: When the use of present or projected systems cannot be obtained at 
fair cost, the Authority can and will build the necessary transmission lines. 
Our act does provide that we shall not needlessly parallel private lines when 
their use can be obtained in such a manner as to ensure the passing on of benefits 
to domestic and rural consumers. We have no thought of putting private com- 
panies out of business nor of compelling municipal operation. 

Question No. 4: Does the ‘“‘New York plan” of the Power Authority provide for 
the widest possible distribution of benefits among the greatest number of custo- 
mers, taking into account the system of power production and distribution exist- 
ing in New York State and surrounding States? 

Answer: Yes. The plan assures the greatest possible benefit for the greatest 
number of consumers. Ninety-five percent of New York consumers are, at present, 
served by private companies. Our plan assures benefits for these as well as those 
served with publicly owned facilities. This assures benefits for the majority of 
consumers no matter by whom served. Such assurances could not be given if 
the Congress authorized private development of Niagara by the five companies 
or development under terms of the Lehman-Roosevelt bill. 

Of course the pattern of distribution finally determined on in detail by the 
Authority must be based upon the Authority’s ability to finance the project by 
the sale of revenue bonds to prudent and cautious investors. This will be contin- 
gent upon a sound marketing plan. We believe we can develop such a plan and 
thereby provide for the widest possible distribution of benefits to the greatest 
number of customers, including incidentally local industries and surrounding 
States. We would be less than candid if we did not emphasize this phase of the 
New York problem. The Power Authority bonds are not backed by public credit. 
Ours is not socialistic but a business organization under public auspices which 
must sell power to willing buyers at a rate sufficient to pay for amortization of 
its bonds, interest on them and operating expenses. 

The “New York plan” is an arrangement by means of which the State Power 
Authority, public and private power can work together for the benefit of the 
consumers. 

Cordially, 
Rosert Moses, 
Chairman. 


[Telegram from John E, Burton, trustee, New York State Power Authority] 


Hon. Epwarp MARTIN, 
Chairman, Senate Committee on Public Works, 
Senate Office Building: 

Pursuant to your approval expressed yesterday would you please place the 
following statement by me in the record and proceedings of the hearing your com- 
nrittee is holding on Niagara redevelopment bills: 

I understand your desire to conserve time and avoid running debates on the 
Niagara question. I heartily endorse the courtesy accorded the Senators, Con- 
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gressmen and spokesmen for the cooperatives in granting them appearances at 
both the joint hearings last year and currently before your committee. How- 
ever, your rejection of my appearance yesterday before your committee has made 
a one-sided debate of the plan that I placed before the Congress last year. 

Almost 1 year ago at the joint hearings held by this committee and the House 
Committee on Public Works, I presented New York State’s case for the identical 
development of the St. Lawrence and Niagara power projects. Governor 
Dewey appeared before this committee last June and stated our case most force- 
fully. 

Since those presentations were made, our testimony has been misunderstood 
and misinterpreted. We feel it proper that these misinterpretations be corrected. 

Using Senator Capehart’s statement as a sample one finds a seemingly impres- 
sive and documented attack upon the New York State plan for the development 
of Niagara. But on the basis of facts not misunderstood or misinterpreted the 
statement never could have been made. 

Senator Capehart says that Theodore Roosevelt and Charles Evans Hughes 
in their recommendations made no mention of Niagara. They did not mention 
St. Lawrence either because they were concerned with the people’s water re- 
sources wherever they were. 

Senator Capehart was even more specific in his misunderstanding of Governor 
Hughes’ position saying: 

“Moreover, in his many messages and statements as governor, it cannot be dis- 
puted that all of his proposals were related to the construction of reservoirs for 
flood control and river regulation of the several smaller streams within the State 
forest preserve.” 

That statement cannot only be disputed but wholly devastated. Note the 
following 2 points of 7 in Governor Hughes’ 1910 message to the legislature: 

“(3) That with respect to any other streams flowing through any other public 
park or reservation of the State, such plans should likewise be executed by the 
State and it should retain exclusive ownership and control in order adequately to 
safeguard State’s interests. 

“(4) That further, as it is of great public importance that the water powers 
of the State should be developed in a comprehensive manner and that these 
natural sources of industrial energy should not become the subject of an injurious 
private control, such development should be undertaken by the State whenever 
such action appears to be feasible and for the general interest.” 

The Niagara River could not be more clearly described than in recommendation 
8 above. 

Senator Capehart again: “There is no valid basis whatever for extending to the 
Niagara project the States long political history, and its 20 years of coniroversy 
with the Federal Government, with respect to the multipurpose St. Lawrence 
yroject.” 

. — is every valid, compelling, and legal reason for doing so. Witness the 
following facts: 

In 1928 Gov. Alfred E. Smith was able to say: The power resources of 
the Niagara and St. Lawrence Rivers “are the property of the State of New 
York. Because of my insistent demand over a period of 10 years that develop- 
ment be by the State itself under State ownership and State control.” 

As early as 1918 the Democratic Party of New York State pledged: “Public 
development of the State's water powers; recovery of the State’s water powers ; 
recovery, so far as possible of water powers already surrendered.” 

In 1934 the Republican Party pledged: “Support of the State power develop- 
ment to create hydro-electric power at low price. 

In 1938 the Republican Party pledged: “We oppose the sale of the people’s 
interest in the State’s water-power resources. We further oppose the licensing 
or leasing to any private enterprise of the people’s undeveloped water-power 
resources.” 

In 1931 the following policy of the State of New York was enacted into law 
which stands today unchanged after 23 legislative sessions, the last of which has 
just closed : 

Sec. 100: “The bed, waters, power, and power sites in, upon or adjacent to 
or within the watershed” of the St. Lawrence River (which includes the Niagara 
River) within the boundaries of the State of New York “shall always remain 
inalienable to, and ownership, possession, and control thereof shall always be 
vested in, the people of the State.” ; 

Senator Capehart quotes at length from my 1950 testimony on Niagara before 
the House Committee on Public Works. His misunderstanding of New York 








NIAGARA FALLS POWER DEVELOPMENT 323 


law led him to believe that it was necessary to amend our law in 1951 to make 
Niagara inalienable. In 1951 the New York legislature authorized and directed 
our authority to construct the Niagara project when licensed. In 1931 our 
authority had been authorized to construct the St. Lawrence project. But in 
1931 the power sites within the St. Lawrence watershed were covered by State 
policy and Niagara was in that legal declaration of policy in 1931 because it 
has been in the watershed of the St. Lawrence for 250,000 years. 

Senator Capehart said that Governor Dewey in asking for the legislation to 
authorize us to proceed to construct Niagara “made no mention whatever or 
objection to the readiness of private enterprise to undertake the develop- 
ment.” Someone’s memory is very short, because early in 1951 utility spokesmen 
wanted to know if we “were going after” Niagara because if we were not they 
would “have to put new steamplants on the drawing boards.” They were not in 
readiness. They didn’t even think of it then. 

Senator Capehart has stated the extreme position inherent in the proposed leg- 
islation in one sentence in his recent testimony: “The public policy question 
before the Congress involves the extent to which we shall permit any government, 
Federal or State, to invade the pure electric-power field hitherto developed 
by private enterprise under our capitalistic free-enterprise system.” This is 
ukin to saying that by congressional determination there should be no public bus 
lines; no public utility districts: no municipal electric systems; no cooperative 
electric systems; and Texas, Oklahoma, Nebraska, and South Carolina should 
throw in the sponge on their power projects. I agree with Senator Capehart's 
one-sentence description of the Capehart-Martin-Miller bill, and I suggest 
that were it ever to become law, it would never survive the Supreme Court. It is 
the most extreme affront to States’ responsibilities and rights that are clearly 
expressed in State law. 

JoHn E. Burton, 
Trustee, New York State Power Authority. 





UNITED STATES SENATE, 
Washington, D. C., March 27, 1954 
Hon. EpWARD MARTIN, 
Chairman, Public Works Committee, 
United States Senate, Washington, D. C. 

DEAR Mr. CHAIRMAN: We are informed of the intention of your committee 
to take up various bills providing for the development of hydroelectric power 
at Niagara Falls, under the terms of the United States-Canadian Treaty of 
1950. 

The possibility of developing power at this site has attracted widespread na- 
tional attention. The controversy over the auspices under which the power should 
be developed has likewise been of national scope. 

We as members of the Senate feel strongly that the development should be 
a public one, in the public interest. We feel that the proposal to give away this 
precious public resource, under pressure from the private power lobby, is insup- 
portable and would be a violation of the rights of all the people of the United 
States. 

Not only should the development of this resource be a public one, under public 
auspices, but it should be accompanied by specific safeguards of the interests 
of the other States and of the consumers, including the usual preference clause. 
We would strongly oppose any legislation that omitted these safeguard provisions 
since the omission, for instance, of the preference clause would serve as a dan- 
gerous precedent. The preference clause is not only designed to assure the 
availability of power to public bodies and to nonprofit groups such as rural co-ops; 
it is also designed to assure the distribution of the benefits of this project among 
all the consumers by providing a rate yardstick. Such a yardstick insures prop- 
erly competitive rates, discourages monopolistic rate fixing, and results in lower 
rates and wider use of electric power throughout the entire area involved. 

AS we are sure the members of your committee know, these safeguard and 
preference clauses date back to the Reclamation Act of 1906. Since that time 
these provisions, which are now recognized as essential components of our na- 
tional power policy, have been reaffirmed and strengthened in each successive 
legislative authorization of a public-power project. 

We regard the Niagara project as a test of the attitude of the nouent Congress 
toward our national power policy. We hope that this policy will remain intact 
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and will be reflected in any legislation reported by your committee and sub- 
mitted to the Senate for a vote. 
Very sincerely yours, 
(Signed) Warren G. Magnuson, Paul H. Douglas, William Langer, 
Herbert H. Lehman, Estes Kefauver, Wayne Morse, Henry M. 
Jackson, Mike Mansfield, G. M. Gillette, Hubert H. Humphrey, 
James E. Murray, Lister Hill, Mike Monroney. 


Power AUTHORITY OF THE STATE OF NEW YORK, 
New York, N. Y., March 17, 1954. 
Open letter to the members of the United States Senate Public Works Committee. 

GENTLEMEN: Letters like the one attached are being circulated by or at the 
instance of the five utility companies and their allies seeking a Federal license 
to develop power at the source at Niagara. These letters are in blank and are 
addressed to chambers of commerce in this State urging them to bring pressure 
upon your committee to approve the Capehart-Miller bill. Their object is to 
pressure you into turning over the State’s greatest natural resource to the five 
private-utility companies. 

I think the short answer to this pressure communication, and also to misleading 
paid advertisements such as the one also attached, is that this is a question of 
public interest which does not in any way involve the sanctity of “‘private enter- 
prise” or the “American system.’ Nor is it a case of State government trying to 
get into the private power business or disturbing that business in its legitimate 
activities and objectives. 

What you have here, as outlined in detail in my communication to your com- 
mittee of March 13, 1954, is further illustration of the desperate attempts of 
these five private utilities and their coal, machinery, and other allies to seize a 
resource which by State statute has been declared “inalienable.” There is no 
point in repeating here the facts fully outlined in the communication of March 13, 
1954. 

The full-page advertisement of McGraw-Hill of this morning is an interesting 
document. Previous to its appearance, one of the most prominent officials of the 
company, the vice president, was a member of the New York State Power Author- 
ity. He resigned and I took his place because of the pressure put upon McGraw- 
Hill by prominent stockholders and other interests, including one of the largest 
manufacturers of utility equipment, who insisted in spite of his identification 
with the State Power Authority policy, that he get out of the picture so as not to 
embarrass the company in attacking the State’s proposal on behalf of the five 
utility companies. The statements made by this company in the advertisement 
were repudiated by its own vice president in the past. This is merely a further 
illustration of the lengths to which these companies and their associates will 
go in their last-minute efforts to capture Niagara. 

No one in his right mind would suggest that prospective prudent investors in 
revenue bonds, contractors who work for authorities as they do for private 
industry, and manufacturers of electrical equipment who will, if they can com- 
pete in a genuine, honest open market, supply equipment to the authority, are 
“socialistic” or aiming to put the “government into private business.” 

Public authorities are recognized instruments to protect the public interest in 
the preservation of basic public resources as well as toll bridges and highways. 
No amount of distortion can wipe from the lurid record the past history of private 
exploitation of natural resources, nor keep from our citizens and consumers the 
knowledge thta by turning over these resources to utility, coal, lumber, and 
related companies the Federal Government will deprive the people of something 
irreplaceable and foist upon them an enormous additional amount of utility 
charge each year, which will have to be paid to cover the permitted 6-percent 
return to these private companies on every dollar spent on private exploitation 
of this property. 

If the five private-utility companies are smart they will be willing to leave the 
decision as to Niagara to the Federal Power Commission and endorse the bill 
introduced by Senator Case. 

Sincerely, 
Roperr Moses, 
Chairman. 
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Open Letter to the Members of the United States Senate Public Works Committee. 

GENTLEMEN : We, the undersigned chambers of commerce and business organi- 
ations in communities throughout New York State, respectfully request that you 
cive favorable recommendation to the Capehart-Miller-Martin-Dondero bill now 
under consideration by your committee and that you likewise support it in the 
Senate in order to enable private industry to carry out the development of 
Niagara Falls power. 

It seems to us that the fundamental point at issue is whether or not we want 
more Government in business. For almost 60 years Niagara Falls power has 
been developed by a taxpaying public utility. For more than 20 years this utility 
has endeavored to obtain approval for further development, the accomplishment 
of which was made possible by the new treaty signed with Canada in 1950. Now, 
however, a Government body is seeking to take over this program itself. Private 

terprise stands ready, able, and willing immediately to proceed with this devel- 
opment involving a cost of some $400 million and the annual payment of taxes 
in the neighborhood of $23 million. No navigation, irrigation, sanitation, or 
flood-control problems which in other locations have been used to justify or require 
development by a governmental body are involved in the case of Niagara Falls 
power. 

This is plainly a case of government trying to get into the power business and 
using the avoidance of taxes as a guise for lower rates. If the avoidance of 
taxes is justified in New York State then every other State is entitled to be simi- 
larly treated and socialization of the power industry in this country cannot be 
stopped. It is only a short step from power to other industries. 

We believe in the underlying principles of private enterprise wherein everyone 
receives equitable treatment. Only those who are benefited pay the cost, including 
the fair share of taxes, while the customers get their services at the lowest 
possible total cost. 

Finally we call to your attention that private operation of the enlarged power 
facilities at Niagara Falls would be regulated in the public interest on a cost-of- 
service basis by the New York State Public Service Commission, thus giving 
to the electrical consumer the protection of a regulatory body. What protection 
would the consumer have were the development to be handled by a governmental 
power authority? 

Please vote to keep the Government out of the power business on the Niagara 
River. 

Respectfully yours, 


[New York Herald Tribune, March 17, 1954] 


A 20-YEAR Recorp—TuHeE Etecrric Power CompaNtres’ Case ror Pupiic 
CONFIDENCE 


An economic study of the record of the investor-owned electric-power com- 
panies of the United States over the past 20 years underwrites their claim to 
public confidence today. A key factor of this record is set forth by the chart (see 
p. 8327). This shows that while the cost of living as a whole has almost doubled. 
the average price of electric energy for residential use in the United States has 
been cut in half. The average prices of industrial and commercial power also are 
much lower than they were 20 years ago. 

Such a study confirms the record on other key accomplishments of the electric- 
power companies during the past two decades. 

They have not failed, either in peace or war, to meet the Nation’s rapidly 
expanding electric-power requirements. In paying tribute to the performance of 
these companies during World War II, J. A. Krug, Director of the Office of War 
Utilities, said, “Power has never been too little or too late.” The same can be 
said for the entire period of the past 20 years. 

To be ready with enough power—on time—the electric-power companies have 
expanded their production fourfold since 1933. This has required an investment 
of over $17 billion in new facilities. To raise the funds for this investment they 
have enlisted the participation of about 3 million direct stockholders. Through 
life-insurance companies, banks, and similar institutions, about 90 million Ameri- 
cans—more than half of the Nation’s total population—have become investors in 
electric-power companies. By thus relying on private investment for their expan- 
sion, the power companies have provided their plant and operating equipment 
without burden on the taxpayer. 
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In addition, the investor-owneii companies have paid about $12 billion in 
taxes to various governments—national, State, and local—over the past 20 
years. Unlike government owned and operated systems, they have received 
no public subsidies. When taxes and subsidies are taken into account, the rates 
for electricity charged by the investor-owned companies have been as low as, 
or lower than, those charged by Government owned and operated systems. 

Many Americans do not appreciate the job that the power companies have 
done over the past two decades. That is due, in part, to the public memory of 
financial abuses by some utility holding companies during the 1920’s. This 
memory obscures a clear and unprejudiced view of the progress since those 
days. And some of the all-out advocates of reliance on government rather than 
on regulated private enterprise for the development of our power resources do 
their best to keep this memory of the past alive in the present. 


AN IMPRESSIVE CASE 


Some special cases of electric power development may involve problems for 
which the investor-owned companies are unable to provide full solutions. This 
may be true, for example, of some large multiple-purpose projects that combine 
electric power generation with related developments such as the improvement 
of navigation, flood control, and the irrigation of arid lands. Some of the eco- 
nomic and administrative problems imposed by such projects are not well adapted 
to effective handling by private enterprise. Flood control and the improvement 
of navigation, for example, usual'y involve the provision of much costly service 
over and above the cost of producing power. 

It is true, however, that in some cases development of the electric power 
side of multiple-purpose projects by private enterprise may well be more feasible 
than would appear from statements by some Government power advocates. And 
the record indicates that even in those projects on which both the power genera- 
tion and the other services are handled by public authority, it may well be de- 
sirable to have the investor-owned companies assume the transmission and dis- 
tribution functions. 

Our study of the record of the investor owned and operated companies over 
the past 20 years has led us, of course, behind the statistics that bear on the 
wisdom of giving them a priority in the development of our power resources. It 
reveals that these enterprises are manned by people who, through lifetime expe- 
rience, are peculiarly conversant with the needs of the communities they serve. 
They have given the consumer notably good service while conforming to stand- 
ards set and enforced by public regulatory commissions. They have won the 
confidence of the investing public. By their nature and their experience they 
are competent to handle any power program that can be demonstrated to be 
economically sound. 


THE PARAMOUNT PUBLIC INTEREST 


By their economic performance during the last 20 years, the electric-power 
companies have earned the confidence of the public. By relying on these com- 
panies to meet its electric-power requirements the public will fully protect its 
economic interest in ample and efficient service at fair prices. 

That is where our study comes out. Our findings do not touch the political 
consideration that private operation of electric utilities under public regula- 
tion is a safeguard against further concentration of both political and economic 
power in a Federal Government that already commands too great a concentra- 
tion. But if these findings make an economic case for preferring power de- 
velopment by taxpaying business as against power development by governmental 
agencies, they clear the way for an appeal to the paramount public interest 
in safeguarding our personal and political freedoms against the further en- 
croachment of Government. 

This message is one of a series prepared by the McGraw-Hill department 
of economics to help increase public knowledge and understanding of important 
nationwide developments that are of particular concern to the business and 
professional community served by our industrial and technical publications. 

Permission is freely extended to newspapers, groups, or individuals to quote 
or reprint all or parts of the text. 

, Donatp C. McGraw, 
President, McGraw-Hill, New York, N. Y. 
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EMPIRE STATE CHAMBER OF COMMERCE, INC., 
Albany, N. ¥., March 19, 1954. 
Hon. Epwarp P. MARTIN, 
United States Senate, Washington, D. C 

Dear SENATOR Martin: New York newspapers are giving considerable prom- 
inence to the statement by Mr. Moses in which he says that utility companies 
are circulating form letters to local chambers of commerce and business or- 
ganizations throughout the State for forwarding to the Senate committee. We 
know of no such letters. If such letters were being circulated, I think we 
would know about it. 

Mr. Moses should know that a group that has so much legislative experience 
would not be naive enough to accept such a suggestion. It is as ridiculous 
as his comparison of the Canadian and American economic systems included 
in his first blast against the Capehart-Miller-Dondero bill following his ap- 
pointment to the New York Power Authority. There is public power in Canada 
because until recently Canadians lacked the investment capital for private de- 
velopment. For the same reason they have publicly owned railroads and sub- 
sidized industry. 

Perhaps Mr. Moses is referring to our form letter, a copy of which is enclosed. 

Very truly yours, 
WittiaM A. MILLs, Evecutive Vice President. 





{Federal Affairs Bulletin, Empire State Chamber of Commerce, Inc., Albany, N. Y.] 


TIME Now For ACTION ON NIAGARA POWER 


The Senate Public Works Committee will hold limited hearings beginning 
Monday, March 8, on the three Niagara power bills. 


Capehart-Miller: Provides for private ownership management. 

Ives-Becker : Provides for public ownership and operation. 

Lehman-Roosevelt : Provides for public ownership not only of generating facili- 
ties but in addition socializes the distribution of power. 


The Lehman-Roosevelt bill does not have a chance of enactment. The Ives- 
Becker bill is not getting serious consideration. The basic decision to be made 
by the Senate Public Works Committee is whether to report favorably on the 
Capehart-Miller bill or to put the matter over for this session. 

This is the showdown. Members of the committee are confused by the con- 
flicting claims of those who support the private development of power at 
Niagara and the statement of the Governor in support of the Ives-Becker bill. 
Now is the time to let the committee know how you feel. 
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Write or wire Senator Edward Martin, chairman of the Senate Public Works 
Committee. Get others who share your point of view to join you in this cam- 
paign. This is one place where numbers are important. 

Failure of the people to record their views at this time may be interpreted 
as supporting State ownership and political operation of facilities at Niagara. 

WiLiiaAM A. MILLs, 
Executive Vice President. 
Marcu 2, 1954. 


McGraw-Hitt Pusiisuine Co., Inc., 
New York, N. Y., March 19, 1954. 
Hon. Epwarp MarrtIn, 
United States Senate, Washington, D. C 

My Dear Senator: An excerpt from the letter sent to the Public Works 
Committee by Robert Muses on March 17, 1954, has been brought to my atten- 
tion. The excerpt referred to our recent editorial advertisement which appeared 
in several newspapers. 

For your information, I am enclosing a copy of the excerpt from his letter 
and also the statement which we have authorized to be made in reply. 


Very truly yours, 
Donatp C. McGraw. 


Excerpt From Lerrer of Marcu 17, 1954, To Unirep States SENATE PUBLIC 
Works COMMITTEE From Ropert Moses, as Reap To McGrRAw-HILt spy REPRE- 
SENTATIVE OF THE ASSOCIATED PRESS 


“The full-page advertisement of McGraw-Hill of this morning is an interest- 
ing document. Previous to its appearance, one of the most prominent officials 
of the company, the vice president, was a member of the New York State Power 
Authority. He resigned and I took his place because of pressure put upon 
McGraw-Hill by prominent stockholders and other interests, including one of 
the largest manufacturers of utility equipment, who insisted in spite of his 
identification with the State power authority policy that he get out of the 


picture so as not to embarrass the company in attacking the State’s proposal 
on behalf of the five utility companies. The statements made by this company 
in the advertisement were repudiated by its own vice president in the past.” 


STATEMENT By“ DonALp C. McGraw, PRESIDENT, MCGRAW-HILL PUBLISHING Co., 
REGARDING Excerpt From Ropert Moses’ LETTER ; 


It has been reported to me that in a letter dated March 17, 1954, Robert 
Moses made a statement to the United States Senate Public Works Committee 
concerning an editorial advertisement published by this company in a number 
of newspapers on that date. 

I have not seen the letter but as reported, Mr. Moses’ statement is most in- 
accurate. It indicates that he either did not understand the editorial or that 
he has been misinformed concerning it. 

This editorial is one of a series which appear at intervals in the McGraw-Hill 
publications and are reprinted in a number of newspapers because they deal 
with matters of public interest. The particular editoriai to which Mr. Moses 
refers embodies the findings of a study made by our department of economics 
on the operations of the electrical power companies of the United States over 
the last 20 years. It makes no reference whatever to any specific project with 
which Mr. Moses is identified. The study upon which the editorial is based 
was made in the regular course of our editorial activities some months before 
the present controversy over the Niagara power project. It makes no attack 
on the New York State Power Authority project or on any other project. 

Other statements in Mr. Moses’ letter, as reported to us, also are false both 
in fact and in inference. This company has at no time put any pressure on 
any of its officers or executives to take any position on the subject matter of this 
editorial or on the controversy in which Mr. Moses has become involved. 
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CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., April 12, 1954. 
Re Niagara development legislation. 
Hon. Epwarp MARTIN, 
Chairman, Committee on Public Works, 
United Siates Senate, Washington 25, D. C. 

DEAR SENATOR MARTIN: I regret very much the circumstances impelling me 
to write you at this late point in the hearings before the Senate Public Works 
Committee and to request that this letter be included in the voluminous record 
already made. However, I am sure you will understand that ever since the 
reopening of the hearings last July to permit Governor Dewey to testify, the 
Senate and House sponsors of the private-enterprise bill have been required to 
shoot at moving targets. Having finally succeeded in replying to Governor 
Dewey’s contentions, we are now confronted with the testimony of Mr. Moses, 
who has covered the record with villification, abuse, and contempt, and dire 
threats of political disaster and endless litigation. Further, although he is not 
a lawyer, he has undertaken to submit legal opinions in derogation of the consti- 
tutional authority of the Congress to deal with this matter. It is this latter 
aspect of Mr. Moses’ testimony to which I desire principally to reply. 

I do not propose to deal with his vilification and abuse. Mr. Moses states 
in his letter of March 29, 1954, that “we are not attacking private utilities.” 
At the same time he characterizes them as guilty of “outrageous effrontery” ; 
without “the slightest interest * * * in the preservation of * * * public assets”; 
interested in only “private spoilage and exploitation’; “disgraceful”; “ruth- 
less * * * greed”; guilty of “pressure and misrepresentations’; “stupid” ; 
“unfair and irresponsible” ; and “unscrupulous.” 

I want simply to say that the people of my district where the proposed project 
will be located have lived for 60 years with the private companies. They dis- 
agree violently with Mr. Moses, reiterate time and again that they have been 
served well, and dread, like the plague, the bureaucracy which he would impose 
upon them, 

Nor do I propose to deal here with the contempt with which Mr. Moses brushes 
aside as irresponsible and meaningless the expressed will of the United States 
House of Representatives, the New York State Legislature, the New York State 
boards of county supervisors, all of the New York farm organizations, all of the 
New York labor organizations, and all of the New York h=siness associations, 
As for his contempt for the integrity of our New York newspapers, I am sure 
they are competent to defend themselves. I want only to say that if Mr. Moses’ 
contempt is justified, it is high time we changed our form of government so that 
we can place Mr. Moses in a position to dictate to all our misguided people what 
is in their best interests. 

Nor do I propose in this letter to deal in any detail with his bitter criticism 
of how the Niagara frontier looked 50 years ago and his critical comparison with 
park development on the Canadian side. First, I have satisfied myself upon 
investigation that the utility companies were in no way responsible for the 
disfiguring structures referred to in Mr. Moses’ letter. They were erected by 
real estate, industrial and other promoters attracted by the hydraulic power and 
tourist traffic. 

Second, I am satisfied that the Niagara history of which Mr. Moses is so 
critical was repeated all over America wherever industrial or other development 
attracted concentrations of people and scenic wonders attracted tourists. We all 
know that every gold strike, oil discovery, and other opportunity for economic 
and industrial progress was accompanied by honky-tonk development and the 
hasty erection of structures which disfigured the area, especially in the light of 
modern standards and tastes in landscaping and architecture. With its scenic 
spectacle and hydraulic power, Niagara Falls was no exception. What Mr. Moses 
really complains of is a typical instance of Americana, which has long since 
disappeared into history. 

In the third place, beginning some 40 years ago under the aegis of a Federal 
commission appointed by President Taft, the private utility company has spent 
several million dollars enhancing the appearance of all of the land and property 
under its control. Indeed, in a brochure distributed in 1952 by Mr. Moses as 
chairman of the State council of parks, it is stated: 

“The site to the north of the powerplant has just been improved by private 
enterprise by the removal of the last remaining unsightly factory struc- 
tures * * 9” 
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It is interesting to note, too, that before Mr. Moses donned his most recently 
acquired hat, he spoke much more softly of the relationship of power and park 
development at Niagara Falls. First, in the hearings on this legislation in the 
82d Congress, Mr. James F. Evans, the director of State parks in New York, 
testified : 

“We are not particularly interested in power, as far as the park system of 
New York is concerned * * * We do not care who builds it * * * We have no 
interest in the power end of this.” 

On behalf of the State park system, Mr. Evans expressed an interest to the 
Senate Public Works Committee only in the 5 million yards of rock which he 
said would be excavated out of the tunnels for the power project, and which 
could be used in building parkways. 

In the 1952 brochure which he distributed, Mr. Moses confirmed Mr. Evans’ 
testimony. After reviewing the provisions of the three divergent bills with 
respect to the Niagara power project, the brochure states: 

“The Niagara Frontier State Park Commission takes no stand favoring one 
or another of these bills. However the work is done, its program can go forward 
if a share of the profit from power development is allocated to the Niagara 
Frontier State Park Commission. Whichever bill passes, water rentals on the 
Canadian plan are the New York State ideal. The enabling requirement, after 
one of these bills is passed in Congress, is an act of the State legislature to deter- 
mine the rentals and to put funds in the hands of the park commission for the 
construction of its planned projects.” 

It will be recalled that Senator Bush suggested some such State action during 
Mr. Moses’ testimony. 

The brochure distributed by Mr. Moses further states: 

“To progress such a [park] program from direct tax moneys is well-nigh impos- 
sible. In these days of rising burdens, moreover, increased taxation for any 
purpose is difficult. But the cost can be incidental to sale of a much greater 
volume of cheaper light and power. It is believed that the power companies 
would be proud to have a part in the preservation and beautifying of their 
environment.” 

It is thus clear that Mr. Moses’ real quarrel is with the State legislature 
which has not allocated the water rentals paid by the private utilities to park 
development. as has occurred on the Canadian side. In this connection, Mr. 
Moses informs the committee that the utility companies on the Canadian side 
have paid $17 million since 1894 by way of water rentals which have been 
allocated to park develonment. Not only has the American-owned private 
utility there paid $3,500,000 of this amount, but Mr. Moses does not mention 
that since only 1925, the private utility on the American side has paid to the 
State of New York $26 million in water rentals. Obviously, Mr. Moses’ real 
gripe is that the State government has insisted that all of the money go into 
its general funds. The creation of $400 million of tax-exempt property would 
hardly enhance the future possibilities of Mr. Moses’ acquiring the funds he 
desires. 

As I stated, I desire in this letter primarily to explain that the jurisdiction 
and power of the Congress to deal with this matter is supreme, and that Mr. 
Moses’ threatened litigation, should the Capehart-Martin bill be enacted, is 
without support in the constitutional laws of the United States. 

At the outset, it may be noted that in his testimony on July 23, 1953, Governor 
Dewey, who, unlike Mr. Moses, is a lawyer, stated : 

“IT do not deny the power of the Congress because this is an international 
boundary, and a navigable stream, to take this water away from the 
people * * *, 

“And I should like to make it very clear that I do not challenge that the 
Congress would have the right by law to take from the people of the State 
of New York their waterpower.” 

While Governor Dewey and I are in sharp disagreement over the funda- 
mental question of policy presented here and as to whether development by 
private enterprise deprives the people of their water, we do agree as to the 
power of Congress to enact the private enterprise bill. 

In any event, the United States Supreme Court has expressly held that the 
Federal Government’s constitutional authority to deal with water power devel- 
opment in navigable waters is superior to that of any State; and State laws 
eannot restrict Federal freedom of action in such development. In JU. S. v. 
Appalachian Electric Power Company (311 U. 8. 377) the Court held that the 
broad regulation of commerce vested by the Constitution in the Federal Govern- 
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ment renders the navigable waters of the United States subject to national 
planning and control, In that case the State of Virginia unsuccessfully con- 
tended that “the regulation of waterpower projects on its navigable streams 
within its boundaries rests with the State, beyond that needed for navigation” ; 
and the State’s insistence upon the supremacy of its own Water Power Act was 
to no avail. The Court rejected the contention that the Federal Government's 
authority was limited to considerations of navigation, holding that its authority 
is “as broad as the needs of commerce.” The Court held that both the State 
of Virginia and a private power company as riparian owners “hold the water 
and the lands under them subject to the power of Congress to control the water 
for the purpose of commerce.” In the Appalachian case, two justices dissented, 
but only on the question of navigability of the river involved. 

In First Iowa Hydro-Electric Co-Operative v. Federal Power Commission 
(328 U. 8. 152) the supremacy of Congress’ authority was clearly and expressly 
reaffirmed when the Supreme Court in a 7 to 1 decision rejected a claim of the 
State of Iowa which would have required a Federal Power Act licensee to 
comply with the laws of the State of Iowa. The Court held that under our 
constitutional government, the Federal Government “must pass upon these issues 
on behalf of the people of the State of Iowa as well as on behalf of all other 
States.” The Court thus rejected a contention which “would vest in the Exe- 
cutive Council of Iowa a veto power over the Federal project.” 

It may also be noted that in recognition of the above decisions, the Federal 
Power Commission, in its opinion in the St. Lawrence licensing proceeding said: 

“The State cannot, by either its own constitution or by any statements of its 
legislature, prevent the exercising by the United States of a power granted by 


} ’ 


the Federal Constitution.’ 

It seems clear that unless the United States Supreme Court is to reverse its 
decisions, Mr. Moses voices only empty threats of litigation. The success of 
his position requires not only that Federal law be made subservient to State 
law, but a holding that a State can effectively legislate unto itself a waterpower 
license. The State and not the Federal Government would then decide whether 
our navigable rivers should be privately or publicly developed, and the Federal 
Government, in the case of the Niagara River, would be placed in the position 
of having to authorize public development under the penalty of having no develop- 
ment at all. 

Again, if Mr. Moses is correct and State law is paramount to Federal law, 
it is difficult to understand why the State of New York, with enabling legisla- 
tion enacted in 1931, wasted 23 years in its efforts to secure Federal authoriza- 
tion for the St. Lawrence power development. 

There remains only to be considered whether, as has been suggested, the 
Submerged Lands Act of 1953 or the decision of the Supreme Court rendered 
on March 15, 1954, in Federal Power Commission vy. Niagara Mohawk Power 
Corporation requires any different result. In both instances, it can easily be 
shown that the supremacy of Federal jurisdiction over the use of navigable 
waters for the production of power has been strongly reaffirmed. 

Whatever questions may ever arise as to what the Submerged Lands Act, 
more popularly described as the Tidelands Act, does relinquish to the States, 
there can be no reasonable question as to what it does not relinquish in the 
context with which we are concerned. Section 2 (e), which defines the natural 
resources which the United States releases and relinquishes to the States, and 
to persons who have succeeded to the States interests, provides : 

“(e) The term ‘natural resources’ * * * does not include waterpower, or 
the use of water for the production of power.” 

Further, lest there be any doubt as to the retention by the United States of 
its full constitutional authority over power production in navigable waters, 
section 3 (d) of the act provides: 

“(d) Nothing in this Act shall affect the use, development, improvement, or 
control by or under the constitutional authority of the United States of said 
lands and waters for the purposes of navigation or flood control or the production 
of power, or be construed as the release or relinquishment of any rights of the 
United States arising under the constitutional authority of Congress to regulate 
or improve navigation, or to provide for flood control, or the production of power.” 

That the Congress deliberately retained its full jurisdiction over water power 
as above provided is further demonstrated by the fact that the Tidelands legis- 
lation, in its earlier form, restricted the provisions of sections 2 (e) and 3 (d) 
to the production of power “at any site where the United States now owns the 
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waterpower.” This restrictive language was stricken from the legislation as 
enacted. 

On its face the Tidelands Act thus repels any suggestion that its enactment 
in any way disturbed the supremacy of Federal jurisdiction over the production 
of waterpower as enunciated by the United States Supreme Court. 

Nor can it be fairly said that the Supreme Court in the Niagara Mohawk case 
diminished the authority of its prior decisions. In the first place, that case 
arose in the context, irrelevant here, of the accounting requirements of the Fed- 
eral Power Act. The precise issue was whether, under those requirements, the 
Federal Power Commission was justified in ignoring payments made by the 
licensee, a privately owned utility company, to another privately owned company 
for the use of water rights validly acquired under State law. The Court 
held that the accounting requirements of the Federal Power Act did not go so 
far as to constitute the exercise by the Congress of its recognized power to 
abolish such rights. While the exercise of such rights required a Federal 
license, the rights themselves were held to be valid property rights under 
State law; payment for which should be allowed in administering the act’s 
accounting requirements. The Court expressly reaffirmed its prior decision 
in the First lowa Co-Operative case, cited above, as holding that State jurisdic- 
tion is “subject to the admittedly superior right of the Federal Government, 
through Congress, to regulate interstate and foreign commerce, * * *” 

In the Niagara Mohawk case, the court of appeals, whose decision was affirmed, 
had also stated: 

“And when State law or regulation conflicts with the act or with any lawful 
Federal regulatory action, or with lawful terms of a Federal license, State 
authorities must yield to Federal, as the Supreme Court held in the First Iowa 
case.” 

It is interesting to note, too, that the Supreme Court in the Fir;t Iowa case 
and again in the Niagara Mohawk case viewed the congressional intent as ex- 
pressed in the act as “encouraging private enterprise and the investment of 
private capital. 

Finally, it should be emphasized that the State of New York attempted to elicit 
from the Supreme Court in the Niagara Mohawk case the pronouncements which 
it now attributes through Mr. Moses’ testimony to the Court’s decision. The 
State’s effort was abortive, however, the Supreme Court stating: 

“Claims of the State of New York in its own favor suggested in its brief or 
oral argument as amicus curiae are not before us.” 

All that I have set forth above with respect to the Tidelands Act and the 
Niagara Mohawk decision of March 15, 1954, is confirmed by the action of the 
Supreme Court on April 5, 1954, in Washington Department of Game v. Federal 
Power Commission (October term 1953, No. 514). In that case the Federal 
Power Commission had granted a water power license for a project in violation 
of State laws. Refusing to interfere with the Commission’s order, the United 
States Court of Appeals for the Ninth Circuit (207 F. 2d 391) said: 

“The Federal Government’s power overt navigable waters is superior to that 
of the State. * * * 

“Consistent with the First Iowa case, we conclude that the State laws cannot 
prevent the Federal Power Commission from issuing a license or bar the licensee 
from acting under the license to build a dam on navigable streams since the 
stream is under the dominion of the United States.” 

On April 5, 1954, the United States Supreme Court denied certiorari. 

The Supreme Court’s implicit reaffirmation of its First Iowa decision fol- 
lowing the Niagara Mohawk decision leaves no room whatever for any con- 
tention that in the latter case the Court had elevated State laws to a position 
of authority over the power of Congress to determine controversies over water 
power projects in navigable streams. 

I am sure you will agree that in this Niagara controversy there can be no 
reasonable challenge to the power of the Congress of the United States to de- 
termine whether government, Federal or State, shall be confined to its job of 
governing and whether the continued development of American industry shall 
be left to private enterprise. 

Respectfully submitted. 

WittrAM B. Mrirer, Member of Congress. 


(Whereupon, at 12:20 p. m., the hearing was adjourned.) 
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WEDNESDAY, APRIL 14, 1954 


Untrep States SENATE, 
CoMMITTEE ON Pusiic Works, 
Washington, D. C. 

The committee met, pursuant to call, at 10: 10 a. m., in room 412 
Senate Office Building, Senator Edward Martin (chairman of the 
committee) presiding. 

Present : Senators Martin, Morse, Stennis, and Burke. 

Also present: Charles N. Kapnic, chief clerk; Eloise Porter, assist- 
ant clerk; Ellsworth W. Bassett and Theo W. Sneed, technical staff 
members. 

The Cuarrman. The hearing will come to order. 

As I understand, it is entirely agreeable for Mr. Radin to be heard 
first. 

Mr. McManon. Mr. Chairman, if I may say a word before the 
witness takes the stand, my name is Andrew J. McMahon, president 
of local 102 of the Utility Workers Union of America, C1O in the 
city of New York. After consultation and notice that a representa- 
tive of the United Gas, Coke and Chemical Workers was going to 
testify here today, I would like to make a request for some of the 
presidents of our local unions in the State of New York, utility unions, 
to be given an opportunity to be heard in rebuttal to the testi- 
mony that may be given by the United Chemical Workers Union. 

The Cuarrman. You already have been heard ¢ 

Mr. McManon. I have been heard last 

The CuarrMan. I want to be just as fair and kind as we possibly 

can, but there is a limit as to what we can do. Now, I thought you 
had been heard, and so I want to be entirely fair, but I sincerely hope 
you won’t insist on being heard. 

Now, if you would want to file a statement in rebuttal, which would 
be gone over carefully by our staff, we accept that, but I do hope that 
you won’t insist on being heard in rebuttal. 

We would hear you, and then these men would want to be heard in 
rebuttal to what you might say. It would ‘ign go on indefinitely. 
This is a matter that ought to be decided one way or another. We 
need power here in the U Tnited States, and it ought to either be done 
by private enterprise, the government, or an authority. It ought to 
be done in some way, and if we just continue this thing indefinitely, 
it will be very hard for this committee to make a decision. So I 
sincerely hope you won’t insist on being heard. 

Mr. McManon. Senator, with due respect to the tremendous work 
of the committee, if you will permit me to put a statement in the 
record for the Utility Workers Union, I will be satisfied. 
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The Cuarrman. I am sure the committee will be agreeable to that. 
You are very kind, and if you will comply with that request, we 
would be most appreciative. 

Mr. McManon. I appreciate that, sir. 

Senator Morse. In order to formalize it, Mr. Chairman, I move, 
and I think it would be accepted by unanimous agreement, that this 
witness be allowed to file with this committee for the record any re- 
buttal statement that he wishes to make in respect to the testimony 
of any witness in the record. 

The Cuarrman. If there is no objection, that will be done. 

Mr. McManon. Thank you very much. 

Mr. MacGrecor. My name is Robert W. MacGregor, and I repre- 
sent the New York State Association of Electrical Workers, A. F. of 
L. I would like to say I share Mr. McMahon’s sentiments. We feel 
exactly the same way. In view of what has been said here, if it is 
permissible, we would also like to introduce some testimony, perhaps, 
or statements later on. 

Senator Morse. Let it be understood, Mr. Chairman, that my mo- 
tion incorporates the rebuttal statement by this witness. 

Mr. MacGrecor. Mr. Chairman, does that also include some writ- 
ten testimony we would like to present this morning in rebuttal to 
Mr. Moses’ testimony of a week or so ago? 

Senator Morse. My motion covered rebuttal testimony of any wit- 
ness in the record. 

The Cuarrman. Off the record. 

(Diseussion off the record.) 

Mr. Wr1am E. Miter, of New York. Mr. Chairman, I am pre- 
suming that my groundwork has been laid, due to the motion of the 
distinguished Senator from Oregon. 

I have here a rebuttal statement to statements made by Robert 
Moses concerning the actions of the utilities in regard to escarpment, 
scenic beauty, and so on over the past several years, signed by the 
vice president of one of the utility companies, and he asked me if I 
would make a request that this statement in rebuttal be incorporated 
as part of the record of this committee. 

Senator Morse. I move, Mr. Chairman, that the witness give his 
name to the reporter and that his request be granted. 

The Cuarrman. If there is no objection, that will be done. 

Mr. Miter, of New York. Thank you, Mr. Chairman. 

(The statement of Mr. A. T. O'Neill, vice president, Niagara 
Mohawk Power Corp. and the'statement of Mr. Robert W. MacGregor 
above referred to are as follows:) 


STATEMENT oF RoBert W. MacGrecor on BEHALF OF THE NEW YorK STATE 
ASSOCIATION OF ELECTRICAL WORKERS 


This distinguished committee was recently treated to what amounts to, in 
our opinion, a most arrogant and insulting piece of testimony and I am 
referring to that presented by Robert Moses, chairman of the New York State 
Power Authority. 

Mr. Moses stated that he doubted whether any unions ever actually voted in 
favor of private development of the Niagara River. I know for a positive fact, 
that they did and feel that I am better able to speak on this subject than he. 

Mr. Moses stated that he doubts whether public opinion in the State of New 
York is in favor of private enterprise develozing the Niagara River project 
but, by Mr. Moses’ own record, it is obvious, that he believes that no one ever 
expresses public opinion better than he does, not even the public themselves. 
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He further indicated that he did not believe that the distinguished members 
of this committee know enough about this subject to vote upon it intelligently 
nor does he believe that any Senator has the qualifications to pass upon the 
merits of this legislation. He implies this by stating that in his opinion the 
final determination of this matter should rest in the hands of the Federal 
Power Commission. Because it suits his own fancy at the moment, he believes 
that the rights and authority of the Congress should be waived. 

His methods of handling the press are such that the widely read columnist, 
John O’Donnell, wrote in his column a day or two after Mr. Moses’ testimony 
that Mr. Moses knows more about this subject than the members of this com- 
mittee. 

Mr. Moses says he is a Progressive Republican and his writings in the past 
would seem to indicate (at times) that he is against Government ownership 
or interference with business ; yet in actual practice, through the various author- 
ities with which he is connected, he is one of the leading exponents of gov- 
ernmental control and operation. 

Mr. Moses, acting as a stooge for Governor Dewey, implies that the electric 
companies have milked the consumers in the State of New York. If this is so, 
then why hasn’t Governor Dewey, through the New York State Public Service 
Commission, corrected this condition long ago. 

On the subject of rates to the public, it is interesting to note that at the world- 
famous Jones Beach on Long Island the electric rates have decreased 50 per- 
cent per kilowatt-hour since the beach was first opened. Robert Moses is the 
boss of this beach. During this same period of time the admission fees to Jones 
Beach have increased from nothing to 75 cents. I would be the last one to say 
that in view of rising costs, Mr. Moses was not justified in raising these fees. 
At the same time, can he honestly and truly say that the electric companies have 
not done a good job even despite the rising cost to them inasmuch as they have 
been able to lower the rates to his beach and the other consumers on Long 
Island. 

As a park commissioner, I believe that Robert Moses has done a splendid 
job. However, I have studied his record and I know that he has made glar- 
ing mistakes in the past and is not the infallible man that some people would 
like us to believe he is. On the question of the Niagara River legislation be- 
fore this committee, I believe he is making an outstanding mistake. I believe 
he has been thrown into this ball game by another strong-willed man from 
New York; namely, Governor Dewey, for the prime purpose of pulling the 
Governor’s chestnuts out of the fire and lending an aura of accomplishment to 
the New York State Power Authority. 

This pending legislation has become a political football. It is inconceivable 
to me that this committee and the United States Senate cannot see solely from 
the facts in the case that it is in the public interest and a furtherance of the 
free-enterprise system to have this project constructed and operated by the five 
private electric companies in the State of New York. 


Burrato, N. Y. 
Senator Epwarp MARTIN, 
Chairman, Committee on Public Works, 
Senate Office Building, Washington, D. C.: 

Whereas the New York State Association of Electrical Workers, representing 
more than 100,000 electrical workers in the State of New York, has consistently 
favored the development of the Niagara River electric power potential by the 
private utility companies in New York State; 

Whereas the House of Representatives has recently by better than a 2 to 1 
vote taken this position by the passage of the Miller bill: Therefore be it 

Resolved, That the New York State Association of Electrical Workers in con- 
vention assembled in Buffalo, N. Y., on the 25th day of July 1953, unanimously 
renews its support of this legislation and feels that the misguided efforts of 
Governor Dewey are contrary to the welfare and desires of the majority of 
citizens of the State of New York and respectfully requests the Public Works 
Committee of the United States Senate to favorably report out the Martin-Cape- 
hart bill at this session of Congress. 

JOsEPH RYAN, 
President, 
259 Bast 1st Street, Corning, N. Y. 
JOHN R. WEIGELT, 
Secretary-Treasurer, 
11 North Pearl Street, Albany, N. Y. 
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INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS, 
LocaL UNION 1049, 
Hicksville, N. Y., July 27, 1953. 
Hon. Epwarp Martin, 
Chairman, Committee on Public Works, 
The United States Senate, Washington, D. C. 

DEAR SENATOR MARTIN : On May 14, 1953, I had the privilege of appearing before 
the joint hearings of the Subcommittee on Public Works of the Senate and the 
Public Works Committee of the House of Representatives. 

There. as a representative of the New York State Association of Electrical 
Workers, I testified in favor of H. R. 2289, known as the Miller bill; H. R, 4351, 
known as the Dondero bill, and S. 689, known as the Capehart-Martin bill. 

The New York State Association of Electrical Workers comprises members of 
the International Brotherhood of Electrical Workers (AFL) of the State of 
New York, numbering over 100,000. 

Through my testimony, the association definitely and unequivocally stated 
its support of the development of electric power at, and transmission from, 
Niagara Falls by private capital. 

I am attaching to this letter a copy of that testimony which I would like to 
call to your attention and the attention of the other members of your honorable 
committee. 

Not to be too repetitious, the stand of the New York State Federation of Elec- 
trical Workers was briefly this: 

“The experience of my union, the International Brotherhood of Electrical 
Workers of the American Federation of Labor, with Government power projects 
has been bitter. In all of them, including REA’s, public utility districts, munici- 
pal and State bodies, we have had an unending struggle—often in vain—to obtain 
and maintain fair and decent labor relations.” 

I further said, 

“As good citizens we would subordinate our interests as workers where an 
overriding public interest justifies Government development of a power project. 

“The public interest is just the reverse in the Niagara case. 

“What I am presenting to these honorable committees today is what I may call 


a brief balance sheet which I believe shows incontrovertibly that the Niagara 
power development should be placed in the hands of private capital from every 
viewpoint, that of net cost to the public, that of speed of development, that of 
favorable rates and not least, from our point of view, that of decent wage rates 


” 


and working con’ tions for our members. 

Since that time there has been presented before your honorable committee 
certain testimony opposing the Capehart-Martin bill and in favor of 8S. 1971, 
generally known as the Ives bill. 

A good part of this testimony has received widespread newspaper and other 
publicity. 

Many of its salient points have, in my opinion and in the opinion of my co- 
workers, been so at variance with the facts or have so failed to disclose all the 
facts or have presented such illogical conclusions that we feel impelled to ask for 
some of your valuable time briefly to answer them. 

In the first place, as working men and as union men, we cannot find in the 
Ives bill one single word about the protection of our labor standards under a New 
York State Power Authority which would build and operate these facilities at 
Niagara. 

I repeat that, under the New York State law, there is absolutely no compulsion 
upon such authority to recognize a union except as an act of condescension. 

There is no compulsion on them to respect those wage and working conditions 
which we have built up in private industry over many long years. 

As a matter of fact, there is a specific law on the statute books of the State 
of New York which takes away labor’s final weapon when working conditions 
become intolerable. And, while the right to strike has seldom, if ever, been 
exercised by my union in the case of public facilities, we feel that it is a con- 
dition of slavery to be specifically forbidden to exercise that right as free men. 

As I said in my testimony of May 14 before the joint subcommittee— 

“We, as workers, want the additional jobs as soon as possible and that speed 
is possible only under the development by the privately owned utility companies. 

“And we want these jobs under decent union conditions where we will con- 
tinue to enjoy the American privilege of being able to take our places, like free 
men at collective bargaining, and not as Government robots.” 

Again, I say that, if there is any overriding public interest, we will subordi- 
nate our interest to it. But again, I repeat that, both as workers and as cit- 
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izens, we feel that the Niagara situation is just the reverse and, in support of 
that statement, I am presenting the following rebuttal to specific arguments 
in favor of the New York State development of the Niagara power facilities: 

Argument 1: That developn.ent of these facilities by a New York State au- 
thority will save the people of New York, New Jersey, Ohio, Pennsylvania and 
New England, tremendous sums of money. 

Rebuttal: Some of the proponents of the Ives bill have estimated that New 
York State development of these facilities will save over $114 billion, or about 
$31 million per year, over the next 50 years. 

The following figures were presented on the savings that would result if 
New York State built the project. 


Taxes (Federal) saved __ - , _.....~ $10, 000, 000 
State and local taxes saved ; _— stat 11, 000, 000 
Savings on bonds__ s cegebede ; sie » 10, 000, 000 


Total ins ae 31, 000, 000 


Let's take a look at them: 

(@) Federal taxes saved: $10 million a year. 

Who saves them? The State of New York does, and every time a Govern- 
ment body, Federal, State, or local, invades the field of private business, it 

saves” more such taxes. But the tax bill remains the same. The only differ- 
ence is that instead of a privately owned firm paying its share, the State 
shifts that amount to you and me, the average man. So a New York State 
Power Authority would “save” another $10 million a year and put it on our 
shoulders. 

(b) State and local taxes saved: $11 million a year. 

To the workers and all other people of moderate income, there is something 
superbly ironic in New York State proposing to “save” $11 million in its tax 
bill from itself to itself so that it is forced to meet the same amount of its 
running expenses by picking the pockets of its average taxpayer for the $11 
million, God save us workers now having a tough time meeting expenses from 
any more such savings. 

(c) Savings on bonds: $10 million a year. 

Frankly, Senator, we workers are not very bright in following this “saving. 
However we do read the papers and we have a slight acquaintance with what 
are known as tax-exempt bonds. “Free from all Federal and New York State 
income taxes.” 

We strongly suspect that most, if not all, of this alleged “saving” comes from 
that source, 

The State authority would put out $400 million or more worth of such bonds 
which would carry a low rate of interest because they are tax exempt. 

The only ones who would, or could, buy them would be those with incomes 
in the high brackets of fifty thousand a year or more who want to duck their 
taxes. 

They're the ones who would save the money, not us. 

The private companies would have to finance the project partly with bonds, 
the income on which would be subject to all Federal and New York State taxes; 
partly with stock which would pay Federal and State taxes twice—once through 
the corporate taxes on the corporation’s earnings and again through the indi- 
vidual income taxes on dividends paid to stockholders. We'd guess that a 
dollar of corporate profits before it reached the average stockholder under 
present rates would be sliced just about 66 cents, or two-thirds. New York State 
would “save” by ducking taxes which would be paid by a private enterprise 
in the same position. The wealthy investor would save by evading taxes, but 
the workingman would be stuck. 

That, Senator, is the $31 million of annual savings—but, in our language: 
“Who's kidding whom?” 

We can suggest some further savings of this type for the proposed New York 
State Power Authority. On the basis of our union’s experience with other 
public power bodies right in the State of New York they could make more of 
such savings by sweating it out of us, the workers. 

In my testimony before the joint hearings on May 14, I presented an exhibit 
which appears on page 82 of the official report of those hearings and a copy of 
which accompanies this letter as exhibit B to the attached copy of my testimony. 

It shows that the basic hourly rates paid to employees of the Jamestown 
municipal power operation ran as much as 53 cents an hour below those of the 


” 
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privately owned Niagara-Mohawk Power Co. which operates in the same territory. 

On page 95 of the official report of these same hearings, Mr. Andrew J. 
McMahon, president of local 1-2 of the Utility Workers Union of America, CIO, 
Shows a similar disparity between the wage rates of employees of the New York 
City Board of Transportation, Power Division, and those paid by the privately 
owned Consolidated Edison Co. in the same city. 

These arguments in favor of the savings resulting from a New York State 
authority may be proposed in good faith but they seem to me to be an insult 
to the intelligence of the average citizen to call them by that title when it is 
quite evident that these savings will be at the expense of the worker and of 
other so-called little men. 

Argument 2: The New York State Authority will have no profit markup on 
the power it generates whereas the companies under regulatory provisions will 
be sllowed rates high enough to permit a profit on capital invested. 

Rebuttal: That is a statement which is true in itself but, in my opinion, false 
in the implications it tries to convey. 

It seems to imply that. because of the profit item, rates of a privately owned 
utility would have to be higher, and much higher, than those of a State authority. 

(a) It ignores the fact that rates of privately owned utilities in the State 
of New York are rigidly controlled by a public service commission to allow only 
a very moderate return on capital values. 

(b) It blandly assumes the same efficiency in operation by a subsidized State 
power authority as by privately owned utilities. 

At that point, it seems to us that the decision should be made purely on the 
grounds of whether these five privately owned utilities of long experience who 
have done an outstanding job in service to the public for many years, are a few 
percent at least more efficient than a public authority, practically responsible to 
nohody. 

My union thinks so and, to support our belief, we will cite as our witness the 
Public Service Commission of the State of New York. 

In granting a rate increase to the municipally owned Jamestown, N. Y., plant 
last year it said: 

“In common with all municipally owned utilities, the operation is exempt from 
the New York State gross earnings tax of 3 percent on paid-in capital stock 
employed in the State. It pays no taxes toward unemployment insurance or 
Social Security. The Federal income tax, which absorbs 52 percent of the net 
income of privately owned electric utilities, does not apply. 

“The foregoing are decided advantages in the operation of any business, even 
though the tax burden is thereby shifted.” 

“In the instant case, it appears, to date, that all the benefits which flow from 
either partial or comp'ete tax exemption have been dissipated and the residents 
of Jamestown must pay higher electric rates in all classifications than the neigh- 
boring customers of a privately owned utility which bears its allotted share of the 
burden of supporting Government.” 

Argument 4: (a) That the development at Niagara by a New York State au- 
thority is not an extension of socialism; it is not even the creeping socialism 
denounced by President Eisenhower. 

(b) If it is to he labeled socialism, then it has the blessing of such outstanding 
Republicans as Theodore Roosevelt, Charles Evans Hughes, and Herbert Hoover. 

Rebuttal: (a) We thoroughly agree that it is not creeping socialism. Judging 
by the incursions of the Federal, State, and local governments into private busi- 
ness over the last 25 years, we are more inclined to call it galloping socialism. 

In the field of electric power, every incursion of the Government, at least so 
far, has had some other excuse, All major power developments have started with 
the nlea that thev were necessary for flood control and navigation. 

The Tennessee Valley Authority for instance, under Mr. Franklin Roosevelt, 
was started on that basis. 

In the original act empowering that Authority, the primary purpose was stated 
as “flood control and navigation.” Power development was specifically stated 
as a byproduct of the primary aims. 

At the present time, TVA is engaged at least 90 percent in the generation 
and transmission of electric power and about 10 percent in its original stated 
purposes. 

Further, TVA has, over a long series of years, been building standby steam 
generating eauipment, which, in my humble opinion, has absolutely nothing to 
do with “flood control and navigation.” 
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If TVA should receive from Congress the appropriations which it has requested 
for additional steam standby plants, its generation of power will be more from 
steam than it will be from the waters of the Tennessee River. 

So far, it has always been a case of the camel getting its nose in the tent. In 
the case of Niagara Falls, there is no excuse whatsoever based on “flood control 
and navigation.” 

This is to be solely a development of electric power from flowing water and 
no other consideration enters into the matter. 

b. It is also true that such outstanding Republican leaders as Mr. Theodore 
Roosevelt, Mr. Charles Evans Hughes, and Mr. Herbert Hoover have been on 
record as favoring the control by the States of their natural resources. 

May I modestly add a fourth to these proponents as of the time in which, and 
the circumstances under which, they favored such plan. 

Exhibit C, attached to the testimony which I gave before the joint committee 
on May 14, is a letter dated April 16, 1953, from Mr. D. W. Tracy, international 
president of our union, the International Brotherhood of Electrical Workers, 
AFL, to all locals, urging them to support the Niagara power development by 
privately owned utility companies. 

In that letter Mr. Tracy points out that “20 years ago the IBEW was a strong 
supporter of public power as a check and a ‘yardstick’ on the private power 
companies. We stood on that position because we believed it was in our own 
interest and in the interest of the public. 

“Our experience in recent years has convinced us that it is now necessary 
to have a check and a ‘yardstick’ on public power.” 

Since both Theodore Roosevelt and Mr. Charles Evans Hughes are unfor- 
tunately dead, it is imposible, naturally, to determine what their opinions would 
be under the circumstances of today. 

But Mr. Hoover is still alive. I have seen nowhere any expression of Mr. 
Hoover’s in favor of any further extension of Government interference in the 
field which should belong to private business. I know I have seen the reverse. 

If I could make a suggestion, it would be that this honorable committee ask 
Mr. Hoover what his opinion is now in view. of what has happened over the last 
25 years. 

Arugment 4: Within the last month, the Federal Power Commission has issued 
a license to the State of New York to develop electrical power on the St. Law- 
rence, It is illogical to have the State of New York develop power on the St. 
Lawrence and to deny it the right to develop it at Niagara Falls. 

Rebuttal : In the first place, the International Brotherhood of Electrical Work- 
ers has opposed State or Federal development of the electrical power on the 
St. Lawrence for the same reasons for which we are opposing it at Niagara Falls. 

But now that New York State has the authority to develop the St. Lawrence 
power, it seems to us that the force of logic is not to permit the State of New 
York to secure a stranglehold on practically all the remaining sources of hydro- 
electric power in New York State. 

This merely compounds a situation which we have opposed for the last few 
years. 

If we are going to approach this problem on the basis of logic, it seems to us 
that this affords a golden opportunity to put the two systems, namely, State 
production of electric power and private production of electric power, in a com- 
petitive situation, side by side, and let the public decide which is the better. 
Here they can compare relative service, net cost without subsidies and, most 
important to us, their relative treatment of the men who work for a living as 
their employees. 

Never before has such a comparable opportunity existed. 

In brief, none of the main arguments of those favoring S. 1971, the Ives bill, 
seem to the 100,000 members of my union to demonstrate that the development of 
electric power at Niagara by a power authority of the State of New York is 
in the public interest. 

On the contrary, we reiterate, as citizens, that the public interest would best 
be served by such development by private capital. 

As workers, whose pay rates and working conditions are directly affected, 
we reaffirm our endorsement of S. 689, the Capehart-Martin bill, and that reaf- 
firmation is contained in the new resolution unanimously adopted last Saturday, 
July 25, 1953, at the Buffalo convention of the New York State Association of 
Electrical Workers. 

It reads as follows: 
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“Whereas the New York State Association of Electrical Workers representing 
more than 100,000 electrical workers in the State of New York has consistently 
favored the development of the Niagara River electric power potential by the 
private utility companies in New York State, and 

“Whereas the House of Representatives has recently also taken this position 
by the passage of the Miller bill: Therefore be it 

“Resolved, That the New York State Association of Electrical Workers in con- 
vention assembled in Buffalo, N. Y. on the 25th day of July, 1953, unanimously 
renews its support of this legislation and feels that the misguided efforts of 
Governor Dewey is contrary to the welfare and desires of the majority of citizens 
of the State of New York and respectfully request the Public Works Committee 
of the United States Senate to favorably report on the Martin-Capehart bill at 
this session of Congress.” 

One last point and I am through. In 1951, the year in which the power 
authority law was amended, a very distinguished statesman returning to the 
United States from a trip abroad, in discussing the world power situation, said 
in a published article: 

“The power shortage is equally critical. Only in America where the power 
industry has largely remained free of Government ownership is there still an 
almost adequate supply of power. I have always appreciated the value of the 
American free-enterprise system, and everywhere I went it was driven home 
again and again that competitive private enterprise is the only system which 
can meet the needs of a modern society.” 

With those words of the distinguished Governor of the State of New York, 
Mr. Thomas E. Dewey, we most heartily agree. 

Yours respectfully, 
Rosert W. MACGREGOR, 
Representing the New York State Association 
of Electrical Workers—AFL, 


STATEMENT OF ROBERT W. MACGREGOR, ON BEHALF OF THE NEW YORK STATE ASSO- 
CIATION OF ELECTRICAL WORKERS 


My name is Robert W. MacGregor. I am the business manager of local union 
1049 of the International Brotherhood of Electrical Workers affiliated with the 
American Federation of Labor. I appear here today as the representative of 
the New York State Association of Electrical Workers. This association com- 
prises the members of the International Brotherhood of Electrical Workers 
(A. F. L.) of the State of New York, numbering over 100,000. 

The New York State Association of Electrical Workers through me appears 
before the honorable committees to support S. 689 known as the Capehart-Martin 
bill, H. R. 2289, known as the Miller bill, and the companion bill H. R. 4351, 
known as the Dondero bill. The association definitely and unequivocally sup- 
ports the development of electric power at and transmission from Niagara Falls 
by private capital. 

This is competently represented by the 5 major privately owned electric power 
companies who already serve the major portion of the territory in which this 
power is to be distributed. They have the capital, the know-how and the ex- 
perience to proceed immediately—not in 2, 3, 4 or 5 years—with the project. 

They serve now most of the territory efficiently and economically, at rates 
which are well regulated by the New York Public Service Commission. They 
pay many millions of dollars of Federal and local taxes which Government proj- 
ects do not and what is most important to the electrical workers—they respect 
the wage levels and satisfactory working conditions which our union has won 
over many years of struggle. 

The Government projects do not. 

The experience of my union, the International Brotherhood of Electrical 
Workers of the American Federation of Labor, with Government power projects 
has been bitter. In all of them, including REA’s, public utility districts, munici- 
pal and State bodies, we have had an unending struggle—often in vain—to ob- 
tain and maintain fair and decent labor relations. 

I am not going to detail that struggle with Government power projects here. 
It will be found in full report in the brief which I filed with the House Public 
Works Committee hearings on the Niagara power development in 1951 and which 
I am filing as part of my statement (exhibit A). 

What I am presenting to these honorable committees today is what I may call 
a brief balance sheet which I believe shows incontrovertibly that the Niagara 
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power development should be placed in the hands of private capital from every 
viewpoint, that of net cost to the public, that of speed of development, that of 
favorable rates and not least, from our point of view, that of decent wage rates 
and working conditions for our members. 

As good citizens we would subordinate our interests as workers where an over- 
riding public interest justifies Government development of a power project. 

The public interest is just the reverse in the Niagara case. 

Item 1: There is no problem of irrigation, navigation or flood control in the 
case of the Niagara development—the sole excuses upon which Federal develop- 
ment of power as a byproduct are based. This is a straight power development 
which should stand on its merits as such. Public interest revolves solely around 
the most efficient and economical development of power. 

Item 2: From the time viewpoint, the 5 private New York State utility com- 
panies are now ready to proceed, can have the first units in operation within 
3 years and completely developed within 5 years. 

It would take either the Federal Government or New York State at least 2 
vears longer to complete. In terms of jobs and of increased need of war materials, 
this is a major consideration. 

Item 3: From the viewpoint of the taxpayer, State or Federal development will 
require an estimated $390 million of the taxpayers’ money and will be largely tax 
free in operation. Private development will not require one nickel of the tax- 
payers’ money and will return each year to the Federal and local governments an 
estimated $23 million in taxes. With the burden of taxes on workers now virtually 
unsupportable, and with every effort being made to cut them, it would be folly to 
throw away this substantial tax source. 

Now, to get down to more specific cases—the first that of the relative actual cost 
io the consumer of electric power privately and publicly generated. I present to 
these committees not any statements or conclusions of my own but those of the 
Public Service Commission of the State of New York in granting increased rates 
to the municipally owned electric plant of the city of Jamestown, N. Y., operating 
in the same general territory as the private utilities. 

Item 4: Of utility rates generally it said: “‘No product or service so intimately 
affecting the lives of so many people and so directly influencing the costs of so 
many products has been more resistant to the inflationary trend of our times 
than electricity. It is only recently, due mainly to the impact of heavily increased 
corporate taxation, that the trend toward lower rates for electricity has been 
halted and that some utilities have applied for general increases in electric rates. 
A few others have requested modifications of specific schedules in the light of 
present day cost of production and heavy demands for energy. Industrial and 
commercial power produced from steam in most cases is supplied under schedules 
with surcharges geared to fluctuations in the prices of coal. 

“All in all, however, it may be truly stated that there are few commodities or 
services which have kept their prices so closely attuned to the steady depreciation 
in the value of the dollar as has electricity. As an element in the cost of goods 
it has remained comparatively unchanged while almost all other direct components 
have kept pace with the rising trend.” 

Item 5: Of the municipally owned Jamestown plant, the same report said: “In 
common with all municipally owned utilities, the operation is exempt from the 
New York State gross earnings tax of 3 percent and a like percentage on dividends 
in excess of 4 percent on paid-in capital stock employed in the State. It pays no 
taxes toward unemployment insurance or social security. The Federal income 
tax, which absorbs 52 percent of the net income of privately owned electric utili- 
ties (so that taxwise $2.08 in increased revenues must be granted by a regulatory 
body to enable the utility to salvage $1 of increased net income), does not apply.” 

The foregoing are decided advantages in the operation of any business, even 
though the tax burden is thereby shifted. 

In the instant case, it appears, to date, that all the benefits which flow from 
either partial or complete tax exemption have been dissipated and the residents 
of Jamestown must pay higher electric rates in all classifications than the neigh- 
boring customers of a privately owned utility which bears its allotted share of 
the burden of supporting government. 

This evidence of the Public Service Commission of the State of New York speaks 
for itself, as far as the consumer's interest is concerned. 

I will quote just one further item in this balance sheet and that is very impor- 
tant to the men of the IBEW whom I represent. It is: How does the employee 
fare under public ownership in comparison with his position in the privately 
owned utility companies. As item 6, I present the current hourly wage rates of 
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the Jamestown Municipal Power Co. and those of the privately owned Niagara- 
Moh:uwk Power Co., which operates in the same general territory, which are 
shown in detail in exhibit B, attached. This exhibit demonstrates that the wage 
rates of the private company are substantially higher than those of the Govern- 
ment project. 

Again the figures speak for themselves. Let me add further that my union 
can get no recognition from the Jamestown municipal power operation; that 
we cannot negotiate tenure and security; that jobs are at the whim of political 
appointees and I think I have made plain why decent American workmen who 
over the years have built up the best of relations with privately owned power 
companies are less than enthusiastic for any extension of Government developed 
and owned power facilities unless the public interest is so paramount that as 
good citizens we are willing to subordinate our own interests to the general 
good. 

That is decidedly not the case in the development of power at Niagara Falls. 

To sum up briefly, I assert the five private companies which are ready and 
able to expend an estimated $390 million of their own money in developing the 
Niagara power facilities have a long record in New York State of excellent 
service to the public and of harmonious union relations, 

Annually they pay $170 million in taxes. They employ over 46,000 people and 
have a payroll of $182 million. 

We have shown there is no overriding public interest which would justify 
either Federal or New York State development of the Niagara project. What 
we have shown, in fact, is to the contrary. 

We, as workers, want the additional jobs as soon as possible and that speed 
is possible only under the development by the privately owned utility companies. 

And we want these jobs under decent union conditions where we will continue 
to enjoy the American privilege of being able to take our places, like free men 
at collective bargaining, and not as Government robots. 

I am offering as exhibit C excerpts from a letter written April 16, 1953, by 
Mr. Dan W. Tracy, international president of our union, to ail inside, outside, 
and public-utility local unions of the International Brotherhood of Electrical 
Workers on the Niagara power project. 

I would like, however, to read a portion of the letter to these honorable com- 
mittees because it gives forcefully and clearly the attitude of the whole Brother- 
hood of Electrical Workers to this project. 

On behalf of our organization I wish to thank the members of these committees 
for this opportunity to be heard. 


Exursit B 
Basic hourly rates effective Feb. 1, 1953 


Jamestown municipal power Niagara Mohawk Power Corp.: 
operation: Line foreman B 
Line foreman B Line foreman A 
Line foreman A Lineman C 
Lineman: Lineman B 
3d year Lineman A 
2d Driver groundman 
Apprentice lineman Groundman 
Groundman (1st year)---~ Laborer 
Labor Utilityman (ist 


tA 


Pr Pee bh 
T. Ac 
own SASSER 


=e 
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Electric Serviceman 
Electric Meterman: Tester C 
3d year Tester B 
2d year Tester A-T 
1st year Street light serviceman B__ 
Apprentice meterman : Street light serviceman A__ 
Maximum Street light serviceman 
Minimum helper 
Street light patrolman Test specialist A (monthly 
Radio—interference analy- equivalent) 
zer (monthly) Tester D (monthly equiva- 
Flectrician B lent) 3 
Electrician A Electrician C 
Electrician B 


bt 


. 


SUD 
RAZ 


be 


ess eyes 
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ExHIsit C 


INTERNATIONAL BROTHERHOOD ELECTRICAL WORKERS, 
Washington 5, D. C., April 16, 1958. 
To All Inside, Outside, and Public Utility Local Unions, Greetings: 


This letter is being written to you for the purpose of giving you information 
on the Niagara power project and the Federal legislation which is pending on 
this subject. 

The Niagara project contemplates the expenditure of approximately $39) mil- 

on to construct new powerplants and other facilities which will produce an ad- 
ditional 1,100,000 kilowatts of dependable capacity. This project, which involves 
he utilization of the waters of the Niagara River for power purposes, has no 
onnection with the controversial St. Lawrence seaway and power project. 

Although there is virtually no disagreement as to the advisability of the Nia- 
gara project, there is controversy over whether the project should be developed 

nder public or private auspices, 

The International Brotherhood of Electrical Workers, after giving careful 
consideration to this matter, has concluded that if is in the best interests of the 
publie and of organized labor to support the development of this project through 
private enterprise. 

Five large private utility corporations have the ability, the experience, and the 
private funds to do the job. As American citizens we believe that the facilities 
of private enterprise should be utilized wherever available because (1) to do so 
will avoid an increase in the public debt and the present staggering burden of 
taxation, and (2) the Government should not invade the field of private enter- 
prise Where private citizens and companies can, and are willing to, do the job. 

But as members of organized labor, we all have a much more direct interest 
n the private construction and operation of this project. Many job opportu- 
nities will he provided both in the construction and operation of the preject. 
Union conditions and collective bargaining agreements can best be secured if 
the construction and operation of the project are performed by private utility 

mpanies. This is a point of most vital importance for it has been our expe- 
rience in many localities that public operation of power facilities has meant 
the destruction of collective bargaining agreements and local unions. In the 
State of Nebraska, for example, the public power authorities claimed sovereign 

vhts end eliminated the collective bargaining agreements previously held by 
the IBEW with private companies. The IBEW has had similar adverse expe- 
rience with public power authorities in other States. Furthermore, in the case 
of private operation, we have the right to strike if the management becomes 
arbitrary; we have no such right in the case of public operation—labor has no 
check on the arbitrary action of public power management. 

For all of these reasons, the IBEW is supporting the provisions of the Cape- 
hart-Martin-Miller bills (S. 689 and H. R. 2289) which require private construe- . 
tion and operation of the Niagara project. We are also of the opinion that sec- 
tion 8 (a) of the bills should be amended to eliminate the authority for ultimate 
Federal or State operation of the project. It is realized that such Federal or 
State operation cannot come into effect until March 2, 1973, but the establishment 
of this principle of future public operation would mean that the date could be 
speeded up by a simple amendment. Another means of handling this problem 
would be to provide now for full protection of labor’s rights by legislation in the 
event of Federal or State operation. 

There is a general consideration which I wish to eall to your attention. 
l'wenty years ago the IBEW was a strong supporter of public power as a check 
and a “yardstick” on the private power companies. We stood on thot position 
because we believed it was in our own interest and in the interest of the public. 

Our experience in recent years has convinced us that it is now necessary to 
have a check and a “yardstick” on public power. The enactment of S. 689 and 
H. R. 2289 with appropriate amendments furnishes a splendid opportunity to 
cecomplish this object. 

Fraternally yours, 


D. W. Tracy. 
International President. 
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NIAGARA MOHAWK POWER CorpP., 
Buffalo 3, N. Y., April 13, 1954. 
Re Federal legislation on Niagara power. 
Hon. Epwarp MARTIN, 
Chairman, Committee on Public Works, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Martin: In three communications addressed to you, Robert 
Moses recently ap; ointed chairman of the Power Authority of the State of New 
York, indulged in intemperate generalities and false accusations against those 
who pioneered the development of power at Niagara Falls and who are now 
engaged in the enterprise.’ Such expressions as “the lurid past history of callous 
exploitation,” * “the history of private exploitation of the Niagara frontier in 
New York State is one of outrageous effrontery,” * “private power interests which 
had gone a long way toward ruining the entire escarpment on our side,” ‘ and “the 
disgraceful American history” of private power development at Niagara,’ might 
be ignored as emanations from a person given to reckless statements were it not 
for the fact that he presumes, by reason of his position, to know whereof he 
speaks. He stated: * 

“IT speak in this context also as the head for 30 continuous years of the New 
York State park system and can testify from first-hand experience to the un- 
wisdom of entrusting the development of great natural State resources to private 
power interests. Those of us who have spent years in reclaiming the waterfront 
know what ruthless and selfish private exploitation really means.” 

Our concern is enhanced by knowledge that the letters have been made a part 
of the record of the hearing of your committee. 

While unsupportable assertions of the character above quoted permeate his 
three letters to you, they are summed up in the following portion of a paragraph 
at page 2 of his letter dated March 29, 1954: 

“The incontrovertible history of private exploitation of Niagara Falls and the 
Niagara frontier is one of outrageous effrontery. The record shows that the 
private companies have never had the slightest interest, and by their very nature 
can have none, in the preservation of these public assets. Their sole interest is 
and must be the exploitation of the diversion and fall of water and its conver- 
sion into power by the cheapest and most expeditious means, regardless of scenic 
ér other damage or future public need of these natural resources. They cannot 
be expected or trusted to have the larger public interest in mind. It is for 
these reasons that it was necessary to provide by statute for the preservation by 
the State of these great natural resources, for their inalienability, and for public 
control, under_international treaty, for use and enjoyment by all the people, 
present and future.” 

Lest you or members of your committee be misled by the wholly false assertions 
of Mr. Moses, we deem it our duty to state facts which are a matter of record 
and easily can be verified. We do not know to what “record” Mr. Moses referred. 
He does not state. The “record” to which we shall refer is composed of Senate 
and House documents and proceedings of responsible and reputable groups. 

In sharp contrast to Mr. Moses’ statement we quote Gen. Charles Keller, 
former officer in the Corps of Engineers, United States Army, member of the 
Niagara Falls Committee appointed by Hon. William H. Taft, when Secretary of 
War, to advise him what changes could be made on the American side of the 
gorge below the falls which would put it in natural harmony with the falls and 
other surroundings, and which would conceal, as far as possible, the raw com- 
mercial aspect of that region.’ Speaking at a meeting of the American Society of 
Civil Engineers on July 19, 1928, in respect of the attitude of the power com- 
panies toward preserving the scenic beauty of Niagara, General Keller said: ° 

“Then, as now, the power companies were good citizens, observant of the 
decencies that should characterize the relations between citizens and their Gov- 
ernment. Indeed, they went further and, in a matter certainly far removed from 
the national jurisdiction, showed a public spirit as enlightened as it was gratify- 
ing. This refers to their voluntary cooperation with the Commission, created by 


1 Letters dated March 13, 17, and 29, 1954. 

*? Letter dated March 13, 1954, p. 1. 

® Letter dated March 13, 1954, p. 5. 

* Letter dated March 13, 1954, p. 5. 

5 Letter dated March 29, 1954, p. 3. 

* Letter dated March 13, 1954, p. 7. 

7 62d Cong., 2d sess., Doc. No. 246, pp. 17-19. 

® Transactions of the American Society of Civil Engineers, vol. 95, p. 37. 
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the Secretary of War in 1906, for the purpose of remedying unpleasant scenic 
conditions on the New York side. Certainly, such a matter concerned, not the 
national or the State, but merely the local authorities; and yet the two power 
companies not only accepted advice but originated suggestions for improvement, 
and, without protest, paid the expense of these scenic betterments, They cer- 
tainly were pioneers in what is now referred to as ‘public relations’.” 

No one was in better position than General Keller to know the attitude of the 
private power companies in respect of the preservation of the scenic splendor of 
Niagara. Not only did he serve a period of years as a member of the Taft com- 
mittee, but as district engineer in charge of river and harbor improvements at 
Detroit and, in 1918, as Power Administrator for War Department and War 
Industries Board. e 

The record of private development of power on the Niagara frontier, instead 

f being “one of outrageous effrontery,” is an honorable one, in keeping with the 
finest traditions of American free enterprise. As stated in the oft-quoted 
Warren report:° “the record of the energy and persistence of the pioneers who 
developed the great hydraulic and electric installations at Niagara forms a bright 
page in the history of science and engineering.” ” 

The history of private development at Niagara Falls is impartially reviewed 
in Senate Document No. 128, Tlst Congress 2d session, pages 345-350, titled 
The Preservation and Improvement of Niagara Falls and Rapids,” being a re- 
port of a special international board representing the United States and Canada, 
and in the report by Col. J. G. Warren, Corps of Engineers, and the Board of 
Hngineers for Rivers and Harbors, of an investigation authorized by Public 
Resolution No. 8, 65th Congress of the subject, Water Diversion from the Great 
Lakes and the Niagara River, including Navigation, Sanitary, and Power Pur- 
poses, and the Preservation of the Scenic Beauty of Niagara Falls and the Rapids 
if Niagara River, transmitted to the Speaker of the House of Representatives by 
the Secretary of War under date of December 7, 1920, titled “Diversion of Water 
from the Great Lakes and Niagara River,” and frequently referred to as the 
Warren report. Reference also is made to a two-volume work titled “Niagara 
Power” by Edward Dean Adams, M. A., M. §., L. L. D., particularly chapters IV; 
Vil, VIII, XII, and XIII in volume I and chapter XXVI in volume II, and to a 
paper titled “Niagara Power” by Dr. Norman R. Gibson reported in Transactions 
of the American Society of Civil Engineers, volume 95, page 1 et seq. 

Toward the end of the 19th century the scenic spectacle at Niagara was de- 
spoiled by commercial undertakings. It was not despoiled by the power com- 
panies. A description of conditions then existing is founding in Senate Docu- 
ment 128, 71st Congress, <d session, pages 23-24. 

In 1905 the American Civic Association, of which Mr. J. Horace McFarland 
was president, called the attention of both the United States and Canadian 
Governments to their duty to the world of controlling and preserving the scenic 
integrity of the falls of Niagara. Congress on June 29, 1906, passed the Burton 
Act “for the control and regulation of the waters of Niagara River, for preserva- 
tion of Niagara Falls, and for other purposes.” Under the provisions of the 
Burton Act attempts were made to obliterate the blemish on the natural beauty 
of the spectacle caused by the industrial development below the steel arch 
bridge. In 1907, Secretary of War Taft appointed a committee of eminent 
citizens, including Mr. Frederick Law Olmsted, nationally famous as a land- 
scape architect, and in 1908 Maj. Charles Keller, Corps of Engineers, United 
States Army, to whom reference has been made, to study and report upon the 
subject. 

A substantial industrial district had been built up in the vicinity of the hy- 
draulic canal basin. Extending northerly from the steel arch bridge, commonly 
known as the Rainbow Bridge, was a gas works, city waterworks, silver-plating 
works, paper mills, flour mills, a chemical plant, and the plant of the Aluminum 
Company of America. Some of these mills were constructed upon lands under 
long-term leases from the Niagara Falls Hydraulic Power & Manufacturing Co., 
owner of the hydraulic canal. The structures erected by those tenants and by 
other owners of land on the bank were not the property of the power company 
and it had no control over them. They had been erected to suit the necessities 
of the business carried on in them, in accord with the individual tastes and 
judgment of their owners, and were such as Were ordinarily incidental to a 
manufacturing district which had grown up over a period of 50 years. 


* Report on Investigation of Water Diversions From the Great Lakes and Niagara River, 
by Col. J. G. Warren, Corps of Engineers, U. 8. Army, August 30, 1919. 
© Warren report, supra, p. 254. 
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The Taft committee held hearings at which representatives of the Niagara 
Falls Hydraulic Power & Manufacturing Co. were present. At the time of the 
the first hearing the company was engaged in the construction of a powerhouse. 
As a result of conferences with the members of the Taft committee, the power 
company willingly agreed to substitute rubble for concrete in the construction 
of its new powerhouse, and to construct a screen wall of rubble covering the 
penstocks so that the wall and powerhouse would harmonize in color and texture 
with the cliff itself. It caused the tailrace slopes to be cleared and planted 
and the tailwater streams from the mills discontinued and sealed over. 

In 1908, in submitting to the Secretary of the War Department Committee on 
the Restoration of the Scenery at Niagara Falls, his report of the work of 
restoring the vegetation in the gorge in the milling district of Niagara Falls, 
during the years 1907-8, Frederick Law Olmsted, member of the Taft committee, 
stated (p. 3): 

“The Schoelkopf Co. and the Niagara Falls Power Co., being the chief inter- 
ested parties, showed the utmost readiness to comply with all my suggestions 
as to the treatment of the talus slope. The former also induced its tenants 
and others at the top of the cliff to permit it to do what could be done for 
controlling the discharge of waste over the cliff and for establishing vegetation 
there: by building walls, sinking shafts through the rock to the base of the 
cliff and connecting them with underground pipes to the river for the discharge 
of sewage, ashes, chrome waste, etc., and by hauling in soil and planting vines 
and trees. The Niagara Falls Power Co. also planted its portal lot at the top 
of the cliff. Toward the end of the season the Electrical Development Co. 
undertook a small amount of planting on the narrow bank at the top of the 
cliff outside the gas works and built a board fence at the top of the bank to 
stop further unauthorized discharge of material by their employees or tenants or 
by trespassers. The International Railway Co. declined ‘in view of the hard 
times and resultant decrease in revenues’ to adopt a suggestion which I submitted 
to them that they should plant the vacant land of their bridge approach and thus 
complete the connection between the other bank planting and the woods of the 
State reservation, but the president of the company expressed a willingness to 
consider the matter later on, 

“Almost the whole burden of what was done, therefore, was borne by the Schoel- 
kopf Co. and the Niagara Falls Power Co.” 

The Taft Committee in its report (House Doc. No. 246, 62d Cong., 2d sess., 
dated Dec. 11, 1911) had this to say: 

“10. It is plain that existing conditions in and near the milling district are 
greatly improved. These changes have been made partly at the expense of the 
Niagara Falls.Power Co., which cooperated by planting its portal lot just north 
of the highway bridge, and, in much the larger part, at the cost of the Hydraulic 
Power Co. of Niagara Falls, which owns the powerplants to the north of the 
bridge. The committee desires to express here its appreciation of the public 
spirit and liberality shown by these companies.” 

One of the conditions of the permit for diversion of water under the Burton 
Act was that the grantee should carry out in good faith the obligations which it 
assumed in letters to the War Department or to representatives of that Depart- 
ment concerning the improvement of the scenic conditions on the American 
side of the gorge. Those obligations were minor compared with the work that 
has voluntarily been done by this company and its predecessors since expiration 
of the Burton Act on March 4, 1913. We have pursued a policy, whenever oppor- 
tunity presented itself, of acquiring properties and buildings of tenants on the 
eanal basin so that the land might be cleared and the general appearance of 
the area improved. The progress of this work has been slow and it has been 
very costly. The following table shows the dates upon which some of the various 
properties were acquired : 


Property Date acquired 
ON Gy "water Worle. 22 a a Sept. 21, 1909 
Niagara Wood Paper Co Jan, 31, 1911 
Coal vard on west side of Main Street ; 1918 
Pettehone-Cataract Paner Co. and Cataract City Milling Co § 1925 
Electrolytic Holding Co., Lot 35, Main Street . 1928 
Niacara Falls Gas & Electric Light Co 1929 
The Cliff Paper Co July 81, 1932 
Oneida Community, Ltd. (Wm. A. Rogers, Ltd.) -.--...-..__-__. June 1, 1935 
Aluminum Co. of America buildings 1949 


Gradually over the years we acquired title to all of the land extending from 
the bridge to our powerhouse. We have cleared the area of factories and ob- 
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jectionable structures. The attached photographs, Exhibits A and D, reveal 
conditions as they existed at the time the Hydraulic Power Co. willingly under- 
took to cooperate with the Taft Committee, and Exhibits B, C, and BE, conditions 
as they exist today. The cost to this company and its predecessors exceeds 
three and a half million dollars. During the years 1951, 1952, and 1953, we 
spent a total of $133,115.48 in razing the Aluminum Co. buildings north of our 
Schoellkopf station, the placing of fill at the site to bring the ground level up to 
proper grade, the placing of top soil, seeding, and landscaping. This work has 
not been completed. It will continue at least through the year 1954, and it may 
be expected that we will spend an additional $5,000 before this work has been 
completed to our satisfaction. 

In conflict with the statement of Mr. Moses that “the record shows that the 
private companies have never had the slightest interest, and by their very nature 
can have none in the preservation of these public assets,” that the private power 
companies in the past “have shown no concern for conservation of natural 
resources, have exhibited no genuine interest in the public welfare or public 
opinion,” “ are statements of the Special International Niagara Board, of which 
Maj. DeWitt C. Jones, Corps of Engineers, United States Army, district engineer 
at Buffalo, N. Y., and Mr. J. Horace McFarland, past president of the American 
Civie Association, were the United States members. In its report titled “The 
Preservation and Improvement of Niagara Falls and Rapids,’ dated June 22, 
1928, the Board acknowledged its appreciation of the “wholehearted cooperation” 
of and the valued contribution of information by the Niagara Falls Power Co.” 
At page 19 of its report, the Special International Niagara Board stated: 

“13. The results of the studies and investigations of others who have interested 
themselves in the conditions obtaining at the falls and in the river were also 
available for the Board’s consideration and review. Among these might be 
mentioned the investigations of the late John Lyell Harper, chief engineer of the 
Niagara Falls Power Co., into the causes and trends of the recession of the 
Horseshoe Fall and the studies of the falls made by the engineers of this com- 
pany through the instrumentality of the elaborate model of the falls, constructed 
by the company for the purpose of demonstrating how the distribution of a 
controlled volume of water can effectively resupply with water those portions 
of the falls to which the supply in recent years has been deficient. The 
researches of the engineers of the Hydroelectric Power Commission of Ontario 
into the various factors having to do with the utilization of diverted water for 
power purposes and the measures necessary or desirable for the purpose of 
adequately safeguarding scenic values, were likewise placed as the disposal of 
the Board. 

“14. While the conclusions reached by investigators vary, both as regards the 
protective measures necessary to restore or enhance the scenic beauty of the 
falls and as to the water that might be permitted to be diverted for power 
purposes, one underlying principle is characteristic of all—namely, the appre- 
ciation that the Niagara Falls is a scenic spectacle, the preservation of which 
must be superior to all other considerations.” 

Heretofore reference primarily has been made to the Niagara Falls Hydraulic 
Power & Manufacturing Co., one of the two power companies engaged in genera- 
tion of power on the American side of Niagara Falls prior to 1918. In 1918 that 
company and the other generating company, the Niagara Falls Power Co. were 
consolidated and the name “The Niagara Falls Power Co.” continued. To dis- 
tinguish between the consolidated the Niagara Falls Power Co. and its constitu- 
ent, reference now will be made to the Niagara Falls Power Co. (constituent). 

The Niagara Falls Power Co. (constituent) was organized in 1889. Its power- 
houses were and are located above the cataract. They have evoked the admira- 
tion and favorable comment of people from all parts of the world. The Warren 
report described those structures as follows (p. 301) : 

“Along the northeast end of the northwest side of the canal stands plant No. 1. 
The building, designed by Stanford White, is a handsome structure of dark gray 
limestone, about 75 feet wide and 460 feet long. It contains ten 5,000-horsepower 
units. Plant No. 2 is a similar structure on the opposite side of the canal about 
midway of its length.” 

Attached hereto as Exhibits F, G, and H are photographs of those structures, 
designed by one of the foremost architects of all time. Do they or do Exhibits B, 


1 Letter dated March 13, 1954, p. 10. 
® §. Doc. No. 128, Tist Cong., 2d sess., pp. 17, 22. 
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C, and E substantiate Mr. Moses’ statement that the private companies’ “sole 
interest is and must be the exploitation of the diversion and fall of water and 
its conversion into power by the cheapest and most expeditious means”? The 
buildings and grounds have been well maintained by the company and its prede- 
cessors throughout the period Mr. Moses claims to have been engaged in “reclaim- 
ing the waterfront” from “ruthless and selfish private exploitation.” 

At page 75 of the Warren report appears the following: 

“It is true also that the great hydroelectric developments now existing at 
Niagara Falls furnish a spectacle of beauty, grandeur, and sublimity almost 
rivaling the falls and rapids themselves.” 

Does this statement of an impartial governmental agency in 1919 square with 
the calumnious assertions of Mr. Moses? 

And where is “the lurid past history of callous exploitation General Keller, 
Power Administrator for the War Department and War Industries Board 
during World War I stated: ” 

“In the fall of 1917 the need of energy for war purposes in and near Niagara 
Falls became so serious that the Secretary of War was forced to intervene and 
shortly thereafter steps were taken to requisition and to allocate the available 
power supply in accordance with an orderly system of priority. 

“The two power companies at Niagara Falls submitted gracefully to this regu- 
lation of and interference with their business and did their utmost to promote 
the war program of the Government. Later, when the agents of the Secretary 
of War sought means to increase the power supply of this district, an attempt 
was made to secure legislation authorizing the diversion of 4,400 cubic feet per 
second, the unused portion of the treaty water. Several months were wasted in 
this effort, and when it became evident that legislation could not be had and 
that the supply of certain strategic war materials obtainable only or chiefly at 
Niagara would probably soon fall short, the War Department finally adopted the 
only available alternative, and reversing the policy of 8 years’ standing, decided 
to issue a revocable liiense for the utilization of the 4,400 cubic feet per second 
remaining from the treaty allotment. At about the same time negotiations were 
begun looking toward the consolidation of the two then existing power com- 
panies. Here again effective progress was dependent on the active cooperation 
of the two companies and their willingness to expend many millions of dollars 
at a time when money was hard to get, on the faith of a revocable permission, 
an authorization the permanency of which was at least speculative. It is mere 
justice to those who controlled the two companies to state that they showed no 
disposition either to haggle or to hesitate and that, when their help seemed 
necessary to the execution of part of the comprehensive plan for obtaining a 
power supply adequate for the war program forecast by those in authority, they 
were prepared to do their share promptly and without asking the financial 
assistance of the Government.” 

If this history is “lurid” to Mr. Moses, it may not seem terrible to you. It 
does not sustain a thesis of “ruthless exploitation” or of “franchise grabs.” 

We cannot close this letter without refutation of the unfounded insinuations 
of Mr. Moses derogatory of the late Paul A. Schoellkopf. Mr. Schoellkopf was 
actively engaged as an officer of one or more of the power companies at Niagara 
Falls from 1913 until his death in 1947. From March 1915 until his death, 
except for a short interval, he served as a commissioner of the State reservation 
at Niagara.“ It is significant that during that period he was appointed and 
reappointed to the commission by Governors of the State of New York regardless 
of party affiliation. He was first appointed in 1914 by Governor Glynn, then 
was appointed by Governor Whitman, then was appointed for a term of 5 years 
by Governor Smith and reappointed by him for an additional term of 5 years; 
he was appointed for a term of 7 years by Governor Lehman and was reappointed 
by him for an additional term of like duration. Since the State reservation 
at Niagara was created and the Commission has been continued “for the pur- 
pose of restoring the scenery of Niagara Falls and preserving it in its natural 
condition” is it conceivable to any rational person that Mr. Schoellkopf would 
have been appointed and reappointed by responsible Governors of the State 
of New York, both Republican and Democrat, had he not conscientiously bent 
his efforts to restoring the scenery of Niagara Falls and preserving it, or, if 
over a span of more than 30 years while serving on that commission, he in his 


99 


% Transactions of the American Society of Civil Engineers, vol. 95, p. 38. 
a 4 4 a the name of the commission was changed to Niagara Frontier State Park 
ommission 
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capacity as the chief executive officer of one or more of the power companies 
at Niagara Falls had indulged in or permitted his companies to indulge in 
“callous exploitation” of the falls, or in “ruining the entire escarpment on our 
side,” or had the “sole interest” of his companies been “the exploitation of the 
diversion and fall of water and its conversion into power by the cheapest and 
most expeditious means, regardless of scenic or other damage”? 

The writer was associated with Mr. Schoellkopf for a period of 30 years and 
during the last several years of his life was intimately acquainted with him. 
No one—and we except no one—was more genuinely and sincerely interested in 
preserving the scenic splendor of Niagara Falls or gave more freely of his time 
and energy to that worthy objective than he. 

There may be forums in which calumny and invective, such as indulged in 
by Mr. Moses, are persuasive—where rhetorical phrases are a substitute for 
facts—but your honorable committee is not such an one. We have given you 
facts from which you may draw your own conclusions. We have given you 
statements of governmental officials and highly reputable citizens charged with 
or who have assumed a responsibility for preserving the scenic grandeur of 
Niagara Falls and the rapids. Those people, whether as members of an inter- 
national board composed of representatives of the Governments of the United 
States and Canada, or as officers of the Corps of Engineers of the United States 
Army, or as members of official committees, had no ulterior or selfish motive 
when they declared the power companies to be “good citizens, observant of 
the deeencies that should characterize the relations between citizens and their 
Government” when they expressed their “appreciation of the public spirit and 
liberality shown by these companies” in making substantial expenditures not 
only on their own property but on -property of others in accord with their 
suggestions of means to restore the scenic beauty of the gorge, when they 
acknowledged their appreciation of the “wholehearted cooperation” and “will- 
ing cooperation” of the privately owned companies, or when they declared that 
the privately owned power companies “certainly were pioneers in what is now 
referred to as ‘public relations,’” or when they quoted fayorably upon “investi- 
gations of the late John Lyell Harper, chief engineer of the Niagara Falls Power 
(o., into the causes and trends of the recession of the Horseshoe Falls and the 
studies of the falls made by the engineers of this company through the instru- 
mentality of the elaborate model of the falls, constructed by the company for the 
purpose of demonstrating how the distribution of a controlled volume of water 
can effectively resupply with water those portions of the falls to which the supply 
in recent years has been deficient,” and followed that expression with the 
statement: 

“Wile the conclusions reached by investigators vary, both as regards the 
protective measures necessary to restore or enhance the scenic beauty of the 
falls and as to the water that might be permitted to be diverted for power 
purposes, one underlying principle is characteristic of all—namely, the appre- 
ciation that the Niagara Falls is a scenic spectacle, the preservation of which 
must be superior to all other considerations.” 

All this was done before Mr. Moses claims to have “spent years in reclaiming 
the waterfront.” He would take credit due and freely given by responsible 
officials and citizens to others, including those whom he so basely attacked 
before your committee. He neither is, nor ever has been, a commissioner of 
the State reservation of Niagara, or chairman of that commission. He is 
chairman of the State council of parks, an agency composed of chairmen of 
various park commissions located throughout the State, including the chair- 
man of the Niagara Frontier State Park Commission.” The powers and duties 
of the council of parks are advisory only.” 

Would Mr. Moses have you believe that he referred to private power com- 
panies when he said to you ™: 

“The history of private exploitation of the Niagara frontier in New York 
State is one of outrageous effrontery, finally curbed by aroused public opinion 
which resulted in the establishment of the State reservation at Niagara, gov- 
ernmental control of the falls, and the beginning of the Niagara frontier park 
and parkway program paralleling that on the Canadian side.” 

Would he have you so believe when the indisputable facts are that the State 
reservation at Niagara was formed in 1883—6 years before the Niagara Falls 


5 Conservation Law of the State of New York, sec. 665. 
1% Conservation Law of the State of New York, sec. 670. 
7 Letter dated March 13, 1954, p. 5. 
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Power Co. came into existence—and that the first hydroelectric station was 
established at the canal basin in 1881. 

The record of this company and its predecessors at Niagara is an honorable 
one. It is a record supported by voluntary and unbiased statements of honor- 
able people. That record should not be defiled by vile assertions or unsup- 
ported generalities. Since the baseless and wholly unsupported statements of 
Mr. Moses have been made a part of the record of hearings of your honorable 
committee, reflecting as they do upon the integrity of this company and its 
predecessors, since Mr. Moses repeatedly asserted his baseless statements to be 
“incontrovertible,” since those statements have been controverted again and 
again over a span of many years by people performing governmental functions 
under public resolutions adopted by the Congress, will you in simple fairness 
to those who pioneered development of power at Niagara and to those whose 
lips are sealed by death and cannot defend themselves against false accusations 
and insinuations kindly make this letter a part of the record of your hearings? 

On behalf of Niagara Mohawk Power Corp. and the four other electric utility 
companies proposing jointly to construct the Niagara development, I want to 
give you and to every Member of the Senate our every assurance that we will 
cooperate to the fullest with Federal, State, and local authorities in the further 
development and enhancement of the scenic beauty of the Niagara frontier. 

Respectfully yours, 
NIAGARA MOHAWK POWER CoRP., 
By A. T. O’NeIxx, Vice President. 

(Photographs not printed.) 

The Cuarrman. May I say, these statements get just the same con- 
sideration as any testimony that comes in because our staff goes over all 
of these statements. 


Will you give your name and address, please ? 


STATEMENT OF ALEX RADIN, GENERAL MANAGER, AMERICAN 
PUBLIC POWER ASSOCIATION 


Mr. Raprtn. My name is Alex Radin. I am general manager of the 
American Public Power Association, 1757 K Street NW., Washington, 
D. C. The American Public Power Association represents over 700 
local publicly owned electric utilities in 38 States and Puerto Rico. 
Membership consists primarily of municipally owned utilities, but 
also includes public utility districts, State-owned electric systems, and 
rural electric cooperatives. No Federal electric systems, such as the 
TVA or Bonneville Power Administration, are members of the 
association. 

Senator Martin and members of the committee, I appreciate very 
much the privilege of testifying before your committee at this time, 
especially in view of the fact that the last hearings on this subject 
which were conducted jointly by your committee and the House Public 
Works Committee were held at the time of our association’s annual 
convention, and therefore it was not possible for me to testify then, 
so I appreciate very much your courtesy in hearing me at this 
time. 

To conserve the time of the committee I will limit my testimony 
today to comment on bills which have been introduced in the Congress 
since the last hearings were held. 

The municipally owned electric utilities of the Northeast have a 
substantial interest in the prompt and orderly redevelopment of the 
Niagara Falls power potential. There are 52 municipally owned 
electric utilities in New York State, 40 in Pennsylvania, and 74 in 
Ohio within economic transmission distance of the project—that is, 
within a radius of 300 miles of Niagara Falls. Altogether, there- 
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fore, there are a total of 166 municipally owned electric utilities which 
are potential wholesale customers for Niagara power. 

These local publicly owned electric utilities have as long a heritage 
as the privately owned power companies, many of them having com- 
pleted more than half a century of service to their communities. 
Some of them generate their own power, while others purchase power 
at wholesale from private utilities. 

Most of the municipally owned electric utilities in this area, how- 
ever, are small, and they represent by far the smaller portion of the 
electric sales in their respective States. In 1948, the last year for 
which complete information is available from the Federal Power Com- 
mission, the total sales of the municipally owned electric utilities in 
New York, Pennsylvania, and the portion of Ohio within economic 
transmission distance of the project were 1,153,405,123 kilowatt-hours. 
For your information I am attaching, as exhibit A, a list of these 
utilities, showing their total kilowatt-hour sales, the kilowatt-hours 
purchased, and the kilowatt-hours generated. 

The CHatmrman. That may be included in the record at this point: 

(The document marked “Exhibit A,” entitled “Data on Municipal 
Rlsstts Utilities in New England, New York State, Pennsylvania, and 
the Portion of Ohio Within Economic Transmission Distance of 
Niagara Falls Power Project,” is as follows:) 


Exursit A 


Data on municipal electric utilities in New England, New York State, Pennsyl- 
vania, and the portion of Ohio within economic transmission distance of 
Niagara Falls power project 


K ilowatt- Kilowatt hours | Kilowatt-hours 





























hour sales purchased | generated 
TOTAL BY STATES | | | 
New York . wliceietdhieitcigines | 348, 950, 238 | 183, 915, 076 | 203, 695, 310 
Pennsylvania 149, 535, 334 56, 033, 867 122, 490, 000 
Ohio 654, 919, 551 139, 244, 341 605, 736, 000 
Total, Niagara area ’ 153, , 405, 123 | 379, 193, 284 1931, 921, 310 
Maine 3 secscee--| 15,008,381. | M4 109, 634 | 4,047, 000 
New He umpshire ial 9, 005, 264 5, 608, 267 | 4, 829, 000 
Vermont | 52, 154, 867 | 33, 472, 772 33, 816, 000 
Massachusetts ie , didgclaners se 7 415, 791, 462 | 290, 643, 641 176, 353, 000 
Rhode Island..........-.-.-..- nn EA, ww ond ie LEE ee eee. hee ee 
Connecticut.......-..--------- jie one kesiea 98, 11, 2 237° | 65, 675, 320, 41, 062, 000 
Total, New England...._............... peahaainl il 590, (145, 1 161 | 409, 509, 634, | 260, 107, 000 
CE WR dinicnc ctitierncind. aadan dhnnqecdbiseese 1, 743, 520, 284 | "788, 702, { ais | 94 1, 192, 028, 310 
MUNICIPALITIES—NIAGARA AREA ih 
New York: | 
Village of Akron . sn igthet i ilon ast ww thea 2, 452, 950 2, 665, 700 | ities 
Village of Andover-_. iin jebenlbinsinn al 1, 097, 451 1, 209, 800 |.....-..-- 
Angelica Light & Power Te oe 588, 127 | halls ‘ 
Arcade Municipal Electric Plant _ -- } 4, 283, 183 | 2, 049, 082 | 3, 096, 000 
Bath Electric, Gas & Water System -- a 4,920, 137 ae 5, 614, 000 
Bergen Municipal Electric Co. .-__- 729, 796 | 892, 941 ] e 
Boonville Municipal Commission. 3, 757, 620 | 1, 110, 218 | 3, 481, 000 
Brocton Electric Department .___. 2, 553, 810 | 2, 789, 200 |... 
Castile Electric Utility _- aa 642, 820 | 683,400 |....... 
Churehville Electric Department ; 860, 259 | 0 EE fan nc ewones 
Delevan Electric Light Departinent 486, 927 | $85, 600 |.-......- 
Village of Dering Harbor sehp cdackeol 23, 334 35, 350 | _- 
Dunkirk-Board of Water Commissioners. -....__-_-| 19, 842, 009 | 22, 985, 313 |.....- 
Endicott Municipal Light Plant_................... | 7, 845, 823 8, 145,600 |........... 
Fairport Municipal Electric Plant---_-_.-.-.-- -| 8, 737,079 | 9, 660, 000 eek aaa 
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Data on municipal electric utilities in New England, New York State, Pennsyl- 
vania, and the portion of Ohio within economic transmission distance of 
Niagara Falls power project—Continued 


Kilowatt- | Kilowatt-hours | Kilowatt-hours 
hour sales purchased 


New York—Continued 
Frankfort Municipal Electric Light Plant ; 1, 952, 007 
Village of Freeport 20, 466, 414 
Green Island Electric Light Commission 1, 509, 413 
Village of Greene __....... 1, 651, 809 
Village of Greenport - . i ‘ i - 3, 618, 219 
Groton Electric Depart ment _. 4, 058, 410 
Village of Hamilton -| 3, 442, 595 
Herkimer Municipal Commission - - .-__--- 9, 120, 166 | 
Holley Municipal Plant - . . : N. R. | 
Dion Board of Light Commissioners. - 
Jamestown Municipal Electric System. 
Lake Placid Village, Inc : 
Little Valley Municipal Electric Department 
Marathon Lighting Plant ; 
Mayville Municipal Light Pls ant 
Mohawk Municipal Commission. 
Penn Yan Municipal Board 
Philadelphia Municipal Electric Sy stem . 
Plattsburgh Lighting Department ae 
Port Byron Electric Plant 
Potsdam Municipal Works 
Richmondville Municipal Electric Light tnt 
Village of Rockville Center. . - wh 17, 513, 
Rouses Point Municipal Water and Light | Sy stem _- 
Salamanca Water and Light aes il halides ll, 304, 986 
Village of Sherburne ---- iolien sclsgeipigiathdenings 3, 073, 074 | 
Silver Springs Municipal Electric ‘ 459, 489 | 
Village of Skaneateles __ - ae Seed 3, 491, 404 | 
Solvay Water & Light Department... ‘dhaietinnivecatataia 8, 821, 837 | 
Village of Spencerport. pie cdietes th d 1, 819, 718 
Springville Electric Department 4, 010, 660 | 
Theresa Municipal Electric System. elites ; 589, 938 
Tupper Lake Municipal Electric System _. .-- 3, 909, 004 
Watertown Municipal Electric Department | 31, 889, 916 | 
Watkins Glenn Municipal Electric Plant. -_---- 2, 606, 356 | 
Wellsville Water and Light Department 7, 612, 710 
Westfield Board of Light Commissioners ----- -- | 6, 546, 642 
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Total FE ee occstaac 348, 950, 238 | 


Pennsylvani2: | | 
Aspinw”ll Borough Weter & Light Plant- oe 2, 785, 952 |_-- 
Berlin Municipal Light System -- iaenl 689, 612 | 
Blakely Borough Municip] Power & Light. 3, 405, 089 |. 
Brackenridge Borough Electric Department 3, 583, 200 | 
Catawissa Municipal Light Plant_- cs 1, 667, 372 | 
Chambersburg Electric Light & Gas Department nal 22, 040, 228 
Conemaugh Electric Light Plent.._. 2 1, 249, 609 
Duneannon Municipal Electric Light es N, R. 1, 125, 000 
Ellwood City Municipal Electric Department , 960, 224 
Ephrata Borough Electric om? & Power Plant__- , 406, 101 , 020. 
Etna, Porough of nd . onl 3, 695, 000 | 4, 737, 000 
BTR «sites a EES , 514, 643 | __ 4, 548, 000 
Girord Borough. - ssa 3, 198, 766 
Goldsboro, Borough of.- abide | N. R. | 
Grove City Municipal Flectric Plant- - , 917, 815 9, 030, 000 
Hatfield Borough Electric Light Department. eh © Oy eas 1, 597, 000 
Hooversville Borough ma seed , 356, 142 
Kutztown Municip! Plant__. ie 3, 918, 045 
Lansdele Borough Flectric Department____- i 5, 101, 045 
Lehighton Light & Power senna , 313, 110 | 
Lewisberry Borough Council é besde tenes 91, 302 | 
Middletown Municipal Light Co_................-- , 645, 846 | 
Mifflinburg, Borough of ein diiliidnctne cata 
Mont Alto Borough. __- BA Wen bendgueie= 
New Wilmington Light Plant____ TA heii 
Olyphant Borough Light Commission. 

Perkasie Borough Electric Light Department... 
Pitcairn Municipal Electric Light Plant-- 
Quakertown Electric Light Department 
Royalton Electric Light Plant... 

Saint Clair Borough Electric Light Department -- 


1 Annual output of Niagara project—7,884 million kilowatt-hours. Total kilowatt-hour sales of municipal 
— in New York, Pennsylvania, and portion of Ohio are 14.6 percent of total generation of Niagara 
roject 
. 2? Annual output Nisgara and St. Lawrence projects—14,184 million kilowatt-hours. Total kilowatt-hour 
sales of municipal utilities in New York, Pennsylvania, portion of Ohio and New England are 12.3 percent 
of total generation. 
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Data on municipal electric utilities in New England, New York State, Pennsyl- 
vania, and the portion of Ohio within economic transmission distance of 
Viagara Falls ae er project—Continued 


Kilowatt- | | Kilowatt: hours | Kilowatt-hours 
hour sales purchased | generated 


Pennsylvania—Continued 
Schuylkill Haven Electric, Gas and Water oe 
ment... ongitihenn c panes ‘ 6, 990, 000 
Sharpsburg, Borough of. moti ; 7, 418, 000 
Smethport, Borough of : 
Summerhill Municipal Light Plant__. mea , 
Tarentum Borough Municipal Electric Plant. 7, pote 8, 310, 000 
Wampum Borough Municipal Light Plant 315, 156 - hsetiiiia 
Watsontown, Borough of itd N. | |. Ba . 
Weatherly Borough Light & P ower Plant_...- 2, 909, ee ae 3, 412, 000 
Zelienople Borough Electric Department ‘d 1, 639, 806 Sn : 





TOR. .cssuhyp sso oo peeccwenasgnswacesccceeseccee 149, 535, 334 , 033, 86 122, 490, 000 


=— | = (=== —— 





Ohio | 
Amherst Municipal Light Plant... i 2, 487, 588 | N. R. N,. R. 
Arlington Board of Public Affairs N. R. dai 900, 000 
Berea Light, Water & Sewer Department.----- 7, 200, 602 
Blomingdale Municipal Light & Power-_. 374, 324 | 
Bluffton Municipal Plant 7 f . 3, 651, 195 | 
Bowling Green Electric Department wiaieat 12, ” 091 
Bradner Municipal Light & Water Plant ha g : 
Reve Board of Trustees of Public Affairs ‘ o78, 148 
Caldwell Electric Light & Water Works saat ace oo 1, 440, 000 
Carey, Village of- 11, 130, 225 N. Seema! 
Cleveland, Division of L ight & Power__.---- ol 307, 351, 022 |.....-.-. able 337, 951, 000 
Clyde, Board of Trustees of Public Affairs | 3, 565, 680 | 3, 919, 000 
C olumbiana, Village of ‘ 2, 672, 137 , 
Columbus, Division of Electricity nase | 72, 598, 342 
Columbus Grove, Municipal Light & Water Plant 1, 728, 434 
Custar Board of Public Affairs......_- 178, 047 
Cuyahoga Falls, City of-- nism | 22, 509, 770 
Cygnet Board of Public Affairs... _- | N. R. | 
Deshler, Municipal Light & Power Plant--.......--| 1, 867,027 
Dots Electric Light & Power Plant-_...---..- 12, 038, 264 
East Palestine Light & Water Works-- 12, 168, 620 
Elmore Municipal Water & Electric Light Plant. 1, 151, 550 
Galion Electric Department.-._..........---- anol N. R. ; 
Genoa Board of Public Affairs.............---.-.---| 1, 100, 000 1, 187, 100 | 
Glouster Board of Public Affairs... oul N. R. Wie die Bis bnwwanssue 
Grafton Board of Trustees of Public Affairs._._- N. R. | 726, oe | hs. 
Greenwich Municipal Water & Light Plant - | | 1, 000, 000 
Haskins Municipal Light & Power Distribution | | | 
System b 334,080 |_. 
Hiram Municipal Light Plant-_.-.- soot ina 
Hubbard Municipal Light & Power System _ : | 3, 313, 200 | 
Hudson Board of Public Affairs b | 7 BPD A ou icsiaeddoe 
Huron Board of Public A ffairs_. at , | 2,061,131 | 
Jersey City Municipal Electric System._- diveael N.R. 113, 910 | 
Leroy Board of Public Affairs__.._. ‘ oe 237, | 237, 208 | 
Liberty Center ee Light Plant. dutiand , 400 | 744, 400 
Lodi Power & Ligh pansas ‘ 37 | 1, 837, 980 
Lowellville Board of Public Affairs. ¥ be 32, OF 1, 280, 038 | _. 
Lucas,| village of. nedeeoe amaol N. R. | 434, 400 |_.......-. 
Marshellville Municipal Utilities. | 50, 1, 198, 800 |_...__-- 
os Ferry Municipal Electric Light “& Power 
Plan Soutewee | WAS OOD 85 tains sd 
Milan Municip 1 Light Department_.. ‘ 1, 147, 000 | 1, 200, 000 
Minerva Municipe! Light & Power Plant-_. | 5, ay 768 |....... 
Monroeville, Ville ge of ducnid oi 1, 698, 400 
Napoleon Water Works & Electric Light Plant__- 8, on. 373 | a , 35, 
Nelsonville Department of Public Service 4 as. -abaniiede 1, 776, 000 
Niles Municip?! Light Distribution System . | 33, 627, 904 aise 
Norwalk Municip?! Electric Light Plant-_-- anol 11, 821, 787 | 13, 120, 000 
O1k-Harber Municip?! Electric & Water Plant... N. R. , 300, lnwessied wee 
Oberlin Municipal Light & Power em ieee’ 6, 213, 573 | 7, 196, 000 
Orrville Municipal Utilities___....- iinweee 13, 310, 734 | 951, 805 13, 996, 000 
Painesville, City of. . edlengie nn 17, 013, 022 |....... : ' 21, 421, 000 
Pemberville Light & Water Plant ‘ N. R. 868, 160 | 
Pioneer Board of Public Affsirs...............-.--- 712, 276 | 887, 100 
Plymouth Board of Public Affairs. ..............---|_....- sabaet 1, 137, 200 
Prospect Municipal System 840, 200 | 916, 200 
Republic Boord of Public Affairs | 327, 351 | 332, 351 
Risingsun Electric Service osahel 416, 580 | 
St. Clirsville, Board of Trade Public Affairs. . | 
Seville Board of Public Affairs. 
Shelby Municipe! Light Plant 
Shiloh Board of Public Affeirs. ___- 
Stryker Municipsl Light Plant 
Sycamore Light & Water Plant__._- 











354 NIAGARA FALLS POWER DEVELOPMENT 


Data on municipal electric utilities in New England, New York State, Pennsyl- 
economic transmission 


vania, and the portion of Ohio within 
Niagara Falls power project—Continued 


Ohio—Continued 
Tontogsany Borrd of Public Affairs 
Wadsworth Light & Water Department 
Waterville Municipal Light & Power System 
Wauseon Power Plant 
Wellington Board of P ublic Affairs. 
Westerville Power & Light Department 
Wharton Board of Public Affairs _- 
Willsrd Board of Trustees 
Willoughby Municip"| Light Department 
Woodsfield Electric Light Plant. ___ as 
Woodville Electric Light System 


Total 


MUNICIPALITIES—NEW ENGLAND 
Maine 
Houlton Water Co 
Kennebunk Electric Light De partment 
Lubec Electric Department___._- 
Madison Electric Works 
Van Buren Light & Power Distriet_- 


os 


New Hampshire: 
Ashland Municipal Electric Light Department 
Haneoek Electric Light Department_. 
Littleton Water & Light Department... -- 
New Hampton Village Fire District. pralitogn 
New Ipswich Electric Light Department -_. 
Rindge Elvctric Light Department 
Wolfeboro Municipal Electric Department 
Woodsville Water & Light Department 


Total 


Vermont: 
Barton Village, Inc 
Burlington Electric L ight Department. 
Village of Enosburg Falls ‘ 
Village of Hardwick __.__- 
Village of Hyde Park. 
Village of Jacksonville _-___ 
Johnson Water & Light Department. 
Ludlow Electric Light Department 
Lyndonville Electric Plant __- 
Morrisville Water & L a manent 
Village of Northfield... __- 
Village of Orleans_-__ 
Readsboro Electric Dep: artment- 
Village of Stowe wae 
Swanton Village. - 


Total 


Massachusetts: 
Ashburnham Municipal Light Department. 
Belmont Municipal Light Department 
Blandford Elect:ic Light Department wks 
Boylston Municipal Light Department. -_-_------ 3 
Braintree Electric Light Department -_._- 
Chester Municipal Electric Light Department. 
Chicopee Electric Light Department 
Concord Municipal Light Plant-- 
Danvers Electric Light Department.-- ; 
Georgetown Municipal Light Department_. 
Groton Electric Light Department. - - --- 
Groveland Electric Light Department 
Hingham Municipal Light Department. -_-._-_- ; 
Holden Municipal Light Department. é 
Holyoke Gas & Electric Department 
Hudson Light & Power Department 
— Electric Light Department . 
Ipswich Municipal Water & Light Department 
Littleton Electric Light Department 
Mansfield Municipal Light Plant 
Marblehead Municipal Light Plant 
Merrimac Electric Light Department 


Kilowatt- 
hour sales 


390, 837 
9, 716, 460 
921, 360 
N. R. 
3, 956, 214 | 
4, 415, 496 
234, 173 | 
4, 536, 416 


1, 194, 215 | 


404, 560 
10, 994, 400 
"208, 077 
, 312, 083 
280, 878 | 
endl | 
684, 000 
1, 273, 870 | 


distance of 


Kilowatt-hours | Kilowatt-hours 


purchased generated 


5, 492, 000 
1, 198, 000 











14, 109, 634 | 
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15, 973, 000 
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Data on municipal electric utilities in New England, New York State, Pennsyl- 
vania, and the portion of Ohio within economic transmission distance of 
Niagara Falls power project—Continued 


Kilowatt- Kilowatt-hours | Kilowatt-hours 
hour sales purchased generated 





Massachusetts—Continued 
Middleborough Gas & Electric Department = 6, 759, 16 8, 040, 200 
Middleton Electric Light Department.._- | : ‘ 2, 260, 400 
North Attleboro Electric Department as 8, 577, 35 9, 724, 000 
Norwood Municipal Light Department... 5, 147, 87 5, 691, 411 
Paxton Electric Light Department a onl , O34, 67% , 140, 400 |.......- 
Peabody Municipa) Plant . ‘ i, 248, 8, 598, 810 , 781, 000 
Princeton Municipal Light Department N. 696, 600 
Reading Municipal Light De pereenre 7, 157, 276 , 865, 650 
Rowley Municipal Light Plant-........... 27, 820, 900 
Russell Municipal Light Plant | 255, 596 301, 580 
Shrewsbury Municipal Light Plant i §, 880, 786 7,815, 144 
South Hadley Elec tric Light Department | 5, 502, 79% 7, 074, 000 
Sterling Municipal Light Plant : ‘ , 764, 166 2, 102, 400 
Taunton Municipal Light Plant 49, 610, 44 2, 751, 532 52, 028, 000 
Templeton Municipal Light Department : , 032, 550 _ 
Wakefield Municipal Light Department 2, 207, 788 , 898, 474 
Wellesley Electric Light Department_.__. , 077, 7 i, 282, 000 
West Boylston Municipal Light Plant. -- : 2, , 596 2, 166, 664 
Westfield Gas & Eleciric Light Department 28, O80, 9£ 30, 603, 410 
. | antes * wacuihd tess 5, 791, 462 290, 643, 641 176, 353, 000 
Rhode Island 
Connecticut: 
Groton Department of Utilities... ._- E , 841, 835 , 279, 000 
Jewett City Electric Light Plant... ‘ : 697 2, 125, 200 |. 
South Norwalk Electric Works. -- 2, 724, 349 , 003, 200 6, 726, 000 
City of Norwalk—Third Tax Department. 5, 084, 268 5, 561, 600 ; 
Norwich Gas & Flectrie Department o 22, 669, 556 , O88, 720 34, 336, 000 
Wallingford Borough Electrie Works bs 28, 945, 528 31, 617, 600 ‘ 
98, 111, 237 65, 675, 320 41, 062, 000 


Source: Directory of Electric & Gas Utilities in the United States, 1948, F PC. 8-69. 


Mr. Raprn. I would like to call your attention to the fact that this 
list includes utilities in New England which are not within economic 
transmission distance of the Niagara project itself, but these utilities 
could be served if both the Niagara and St. Lawrence projects were 
built by the New York State Power Authority and interconnected, 
as is the intention of the authority. 

One of the principal reasons for the interest of the municipally 
owned electric utilities in the Niagara project is the high cost of 
power in the Northeast. The cost of wholesale power to the municipal 
systems in New York, New England, Ohio, and Pennsylvania is 
roughly about 4 to 5 times that of similar systems in areas where there 
has been extensive hydroelectric-power dev elopment. 

I have attached here as exhibit B a table showing the actual whole- 

sale-power cost to the municipal utilities in those areas as taken from 
statistics of the Federal Power Commission. 
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(The document marked “Exhibit B,” entitled “Average Cost of 
Purchased Power to Municipalities and Other Local Publicly Owned 
Electric Utilities,” is as follows :) 


ExHIsit B 


Average cost of purchased power to municipalities and other local publicly owned 
electric utilities 


Cents per 
kilowatt-hour 


New England area 

New York ‘ . 929 

Pennsylvania_ . 158 

Ohio . 983 

Oregon - 829 

Tennessee . 448 
. 344 

Source: “Statistics of Blectric Utilities in the United States, 1951—Publicly Owned” 
(FPC §-i01). 

Mr. Raptn. Because of the significance of this project to our mem- 
ber systems in New York, New England, Pennsylvania, and Ohio, 
and also because of its important implications from the standpoint 
of national power policy, the American Public Power Association 
for the past 3 years has taken an active interest in the redevelopment 
of Niagara Falls and the manner of marketing the power therefrom. 

For the information of the committee, I am attaching, as exhibit C, 
the text of the resolution which was adopted on this subject at the 
last annual convention of our association on May 14, 1953, at Boston, 
Mass. 


(The document marked “Exhibit C,” entitled “Resolution Adopted 
May 14, 1953, American Public Power Association 10th Annual Con- 
vention, Boston, Mass.,” is as follows :) 


Exursit C 


RESOLUTION ADOPTED May 14, 1953, AMERICAN PuBLIc PoWER ASSOCIATION, 
10TH ANNUAL CONVENTION, Boston, Mass. 


NIAGARA FALLS 


Whereas the United States Senate on Aug. 9, 1950, unanimously approved the 
Niagara Redevelopment Treaty from further erosion and to permit increased 
use of Niagara waters in a new hydroelectric project with a capacity of 1,330,000 
kilowatts on the United States side of this international stream, and 

Whereas the Senate also unanimously approved a reservation to the treaty 
expressly reserving the right of the United States to provide by act of Congress 
for redevelopment of the United States share of the waters of the Niagara River 
for the public use and benefit, and 

Whereas Canada is already proceeding with the construction of a project 
to utilize the Canadian share of the diversion from this international stream 
under which project Niagara power will be publicly developed, transmitted and 
distributed throughout the Province of Ontario: Now, therefore, be it 

Resolved, That we urge speedy enactment of legislation to provide for the rede- 
velopment of Niagara Falls by appropriate public agencies to the end that the 
potential benefits which should accrue from the use of this invaluable natural 
resource be made available to the ultimate consumer in accordance with the 
principles stated by this association in its declaration of Federal power policy, 
Sept. 26, 1949. 


Mr. Raprn. Briefly, the position of our association has been that 
we advocate the prompt redevelopment of the power potential of 
Niagara Falls by a public agency. We have never taken a position 
on the question of whether a State or Federal agency should develop 
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this site, although this question is now academic in view ot the fact 
that no bill currently before the Congress calls for initial Federal 
development. 

Moreover, we have consistently maintained that, irrespective of the 
public agency that is chosen to develop this project, the power should 
be marketed in accordance with the principle that local public agen- 
cies and rural electric cooperatives receive a preference in purchasing 
such power. 

The principle that municipalities should receive a preference in 
availability of publicly generated power was first established by the 
Congress in 1906, and subseque ntly this preference was broadened to 
include rural electric cooperatives. This provision is the very keystone 
of our national power policies, having been reaffirmed and strength- 
ened by the Congress on 11 subsequent occasions, under both Repub- 
lican and Democratic administrations. 

Our association, having taken a position in favor of public develop- 
ment of the Niagara Falls power potential unalterably opposes the 
Dondero-Miller- Capehart bill, H. R. 4351, which was approved by 
the last session of the Congress and which would have the effect of 
turning over this resource to five private power companies. Oppo- 
sition to this bill has been ably stated by Senator Lehman, Governor 
oye ey, Congressman Roosevelt, John Burton, former chairman of the 

New York State Power Author ity, Robert Moses, present chairman 
of the New York State Power Authority, and many others. I there- 
fore will not take the time of the committee to reiterate our own oppo- 
sition to this legislation. 

With regard to the bills which have been introduced since the last 
congressional hearings on this subject, I would like to discuss first 
Senator Case’s bill, Ss. 2599. As we understand it, this bill would have 
the effect of placing entirely in the hands of the Federal Power Com- 
mission the question of who should be licensed to redevelop the power 
potential of Niagara Falls. Since a State agency must, according 
to section 7 (a) of the Federal Power Act, be given a preference in the 
issuance of a license for a hydroelectric project, the New York State 
Power Authority most likely would be licensed to build the Niagara 
project, under the Case bill. 

Our opposition to the Case bill arises from the question of how the 
New York State Power Authority would market the power from this 
project. In this connection, we are particularly mindful of our experi- 
ences in connection with the St. Lawrence power project, for the two 

cases are quite similar insofar as their relationship to the municipal 
utilities and rural electric cooperatives is concerned. I therefore think 
it is pertinent to the question presently before your committee to relate 
br ial our experiences in connection with the St. Lawrence project. 

Until 1950, when several new trustees were appointed to the New 
York State Power Authority, the position of the authority was that it 
would give a preference to municipally owned electric utilities and 
rural electric cooperatives in marketing power from the St. Lawrence 
project. This would be a preference in availability, not price. In 
fact, in 1946, General Wilby, at that time chairman of the New York 
State Power Authority, signed an agreement with the Army Corps of 
Engineers to the effect that, if the St. Lawrence project were built by 
the. Army Corps of Engineers and subsequently turned over to the 
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authority, the State agency would honor the preference provisions in 
marketing power from the project. 

However, in 1950 the New York State Power Authority reversed the 
position it had maintained for many years, and renounced the prefer- 
ence provisions. Subsequently, the general counsel of our association, 
members of the association from the Northeast, and I met on two sepa- 
rate occasions with Mr. Burton, at that time chairman of the power 
authority, and other officials of the authority, in an effort to reach an 
agreement on the manner of marketing power from the St. Lawrence 
project. However, the authority repeatedly refused to recognize the 
preference provisions. 

Accordingly, our association intervened in the hearings conducted 
by the F ederal Power Commission in connection with the New York 
Power Authority’s application to build the St. Lawrence power 
project. As our general counsel stated at the time, we had a friendly 
interest in New York’s application, but we did insist that the munici- 
pal utilities and rural dlectele coperatives receive treatment no less 
favorable under State development than if the project were built by 
the United States Government. 

It is highly significant that, in the course of the hearing before an 
examiner of the Federal Power Commission—see page 825 of tran- 
script—Mr. Burton again said the authority would not follow the 
preference provisions. Furthermore, he said he could not assure the 
municipal utilities that they would obtain as little as 10 percent of 
the output of the St. Lawrence power. This, in the face of the fact 
that the New York State Power Authority was enjoying a preference 
position in obtaining a license for the project. But the power author- 
ity chairman contended that he could not pass on this preference to 
other public agencies. 

Senator Srennts. Mr. Chairman, miy I ask a question right there? 

The CuarrMan. Yes. 

Senator STennis. What reason do they give for their position now ? 
Just that they could not pass on the preference? Is that what they 
said ¢ 

Mr. Raprtn. They contended for one thing that their law did not 
specifically provide that a preference be given to municipal electric 
utilities and rural electric cooperatives. 

Senator Srennis. Their laws—the State laws? 

Mr. Rapin. The State laws, although that was a matter of inter- 
pretation. General Wilby interpreted the State law that it provided 
for preference to munic ipal owners and electric cooperatives. It 
was a question of interpretation of the State law. 

Senator Stennis. What is the practical effect of their decision now ? 
Did that actually preclude these people, the rural co-ops, in small 
towns, or did they go on and get a fairly good percentage of this 
electricity, even though they wouldn't recognize the-—— 

Mr. Raptr. The project itself has not yet been cleared by the Su- 
preme Court. It is still tied up in litigation in the Supreme Court. 

Senator Stennis. No approach has been made on a practical basis? 

Mr. Rapin. That is ri ght. 

Senator Stennis. I thought they might follow some practical rule, 
although they won’t recognize the legal basis. 

Mr. Raprn. No negotiations have been held yet on the marketing 
of the power for the St. Lawrence project. 














NIAGARA FALLS POWER DEVELOPMENT 359 


The Federal Power Commission, in its opinion No, 255, on Jul 
10, 1953, rejected, by a 3 to 1 decision, our request that it insert a pref- 
erence provision in the issuance of a license for the St. Lawrence 
project. The Commission contended that the insertion of such a 
condition was not within the Commission’s statutory power. As 
pointed out by Commissioner Doty in a dissenting opinion, the ma- 
jority of the Commission did not state that the insertion of the pref- 
erence provision was inconsistent with the public interest. 

In his dissenting opinion Commissioner Doyt also noted that the 
Commission had inserted a condition in the license requiring the power 
authority to market power outside the State of New York. Mr. Doty 
said that the Commission’s authority to insert the preference con- 
dition stemmed from the same authority under which the Commission 
inserted the condition requiring marketing of the power outside New 
York State. 

In other words, he said that if the Commission had the authority 
to insert a condition requiring the marketing of power outside New 
York State, by that same authority in which it inserted that condition 
it had like authority to insert a condition requiring the preference 
provision. 

Senator Morsr. I would like to ask a few questions at that point, 
Mr. Radin. Is it the position of your association that in the develop- 
ment of both the Niagara and St. Lawrence projects there is a 4 
stantial Federal interest. involved ? 

Mr. Raptr. Yes, sir; Federal interest in view of the national inter- 
est of these water resources; yes, sir. 

Senator Morsr. Do you base that upon the premise that all the 
people of the United States have an interest in the most efficient de- 
velopment of the maximum electric-power potential of these particular 
natural resources ? 

Mr. Raptn. Yes. I think that was also in the minds of the Senate 
when it attached a reservation to the treaty with Canada concerning 
the developing or marketing of any power of the project. 

Senator Morse. That is my next question. Is it not true that we 
are here dealing also with international waters that fall within the 
jurisdiction of treaties ? 

Mr. Raptn. Yes; that is correct. 

Senator Morse. Is it not true that the Congress of the United States, 
in respect to treaties involved in the use of those waters, made very 
clear that it was going to reserve a Federal check upon their use? 

Mr. Rapry. Yes, that is right. There was allocation made of the 
amount of waters to be given to each country. 

Senator Morsr. As I understand it, the Federal Power Commission 
in this 3-to-1 decision to which you have referred has, in effect, released 
to State jurisdiction control over these waters in respect, at least, to 
the perpetuation of the public preference clause which has character- 
ized the Federal power policy for a great many years in the past. 

Mr. Rapin. Yes, that is correct. 

Senator Morse. Am I correct that the dissent by Commissioner Doty 
made clear that in his opinion, at least, the public interest: was not 
well served by the relinquishment of that preference clause policy of 
the Federal Government for many years past? 

Mr. Rapin. Yes, that is correct. 
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Senator Morse. Now, tying that decision to the Case bill, is it your 
contention—and I so interpret, and I want to be sure I am correct in 
my interpretation—or the contention of your association that the 
Case bill would, in effect, turn over to the Federal Power Commission 
the authority and jurisdiction to render decisions in respect to further 
modifications of our Federal power policy without a direct check upon 
those decisions by the Congress of the United States? 

Mr. Raprn. Yes. that is right. There are no conditions attached to 
the Case bill which would have to be inserted in any license issued 
for the project. 

Senator Burke. May I ask a question there? 

Senator Morse. Yes. 

Senator Burke. If the State of New York presented to the Federal 
Power Commission plans for power development, the Commission 
would have no choice but to give it to the State, isn’t that so? 

Mr. Raprn. Yes; under the Federal Power Act, New York State 
would have a preference in obtaining a license for the project, and 
under the Case bill it is most likely that the New York State Power 
Authority would be given a license to operate the project. 

However, our position is that there would be no condition attached 
to the license requiring carrying on that preference to the public 
agencies and rural cooperatives as has been done in all our previous 
legislation since 1906. But they would get almost a blank check in 
the type of license they could issue for the project. 

Senator Morse. Mr. Radin, I want to be certain that I understand 
the position of your association. I am not passing judgment on it. 
I want to get the record clear, however, because I think we are draw- 
ing an issue here of the utmost importance to the Congress as far as 
taking a stand on public policy because I think on this issue we are 
going to have to stand up and be counted. 

Do I understand that one of your criticisms of the Case bill is that 
you feel that it in effect delegates to a Federal agency, the Federal 
Power Commission, the authority to administratively modify, by 
administrative decision, rule, and regulation, modify existing Federal] 
power policy ? 

Mr. Sou, Yes; I think that would be the practical effect of the 
bill. 

Senator Morse. Am I correct in my interpretation of your position 
that apparently your association, in view of new policies of the Fed- 
eral Power Commission, of which this decision to which you refer 
is the most recent bit of evidence, has lost confidence in the Federal 
Power Commission in respect to its maintaining a long-established 
Federal power policy ? 

Mr. Raptr. I am not sure that I would use the word “confidence,” 
but certainly the action in the St. Lawrence case clearly indicates 
that they have not carried forward a policy which has traditionally 
been followed by the Congress since 1906. 

Senator Morse. If you would rather have me approach the subject 
more gently, I will. 

Mr. Rapin. I don’t want to impugn the confidence of the Federal 
Power Commission, sir. 

Senator Morse. I will put it this way: Am I correct in my under- 
standing that this decision of the Federal Power Commission to which 
you are raising objection now is being looked upon by your association 
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as a very unfortunate precedent that you would not like to see fol- 
lowed in the future! 

Mr. Raprn. Very much so. 

Senator Morse. Well, if that is more helpful to you, all right. Now, 
are you aware of the fact that there are some of us in the Senate of 
the United States that have pending before us a bill which would 
place a direct check upon the Federal ,Power Commission in that 
before it could inaugurate a policy that would constitute a modifica- 
tion of long-established Federal power policies, it would first have 
to obtain the approval of the Congress of the United States. 

Mr. Rapin. Yes, I am aware of that bill. 

Senator Morse. Would I be correct in assuming that if that bill 
were the law, you might give more favorable consideration to the 
Case bill? 

Mr. Raptr. I think so, although I think 

Senator Morse. I don’t ask for a binding commitment, but I am 
asking only if the bill bears upon the point that is causing your asso- 
ciation to raise objections to what appears to be a growing trend in 
the Federal Power Commission to modify existing Federal power 
policy of which the preference clause policy is a historic one? 

Mr. Rapin. Yes. 

Senator Morse. That is all. 

The Cuarrman. Any other questions on this point? 

Senator Burke. No. 

The CHarrman. You may proceed. 

Mr. Raprn. Stressing the importance of the preference condition, 
Mr. Doty stated, “It is my view that only by the proposed preference 
condition can be we certain that the power developed by the St. 
Lawrence project will be marketed in such manner as to encourage 
the most widespread use thereof at the lowest possible rates to con- 
sumers, which are the reasons which impelled Congress to impose 
similar provisions respecting the disposition of power from Federal 
projects such as those subject to the 1944 Flood Control Act and the 
Tennessee Valley Authority Act, 16 U.S. C. 8311. 

In view of our experience in the St. Lawrence case, we can conclude 
only that the Case bill, as it now stands, would result in a repetition of 
the St. Lawrence episode. That is, the Commission would more than 
likely issue a license to the New York State Power Authority, without 
the traditional safeguards to consumers which have been a basic part 
of our national power policies for a)inost half a century. 

It goes without saying, of ceurse, that we would support the Case 
bill if it were amended so that the Congress would require the Federal 
Power Commission to insert a satisfactory preference condition in 
the license issued for the Niagara project. 

I turn now to the second bill which has been introduced since the 
last hearings were held jointly by your committee and the House 
Public Works Committee. That bill is the Lehman-Roosevelt bill, 
S. 2966. 

To us, the distinguishing feature of this bill is that it does not upset 
traditional power policies, but rather continues those policies which 
Congress so wisely instituted first in 1906. In contrast with the 
other bills on this subject, the Lehman-Roosevelt bill contains a section 
explicitly spelling out many consumer safeguards. All are significant, 
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but we believe that the keystone of these consumer safeguards is found 
in paragraph (3) of section 4, which is as follows: 

(3) In contracting for the disposition of project power, (a) preference shall 
be given to States, counties, and municipalities, including their agencies or 
instrumentalities, and to cooperative or other organizations not organized or 
administered for profit but primarily for the purpose of supplying electric energy 
to their members as nearly as possible at cost, and to the Department of 
Defense, and other defense agencies, and (b) arrangements and contracts for the 
disposition of project power shafl be made sufficiently flexible and with suitable 
withdrawal provisions so that the foregoing recipients of preference, now or 
hereafter authorized by law to engage in the distribution of electric energy, may 
secure a reasonable share of the project power. 

We earnestly believe that a clause such as this should be an essential 
part of any bill providing for redevelopment of the Niagara Falls 
power potential. Without such a provision, the benefits from this 
project would be dissipated, without the maximum impact being felt 
on the power rates of the area. 

May I point out, to, that such a provision would not deprive the 
privately owned power companies of a fair share of power from this 
project. The kilowatt-hour sales of all the municipally owned electric 
systems in New York State, Pennsylvania, and that portion of Ohio 
within economic transmission distance of the project represent about 
14.6 percent of the output of the project. It is highly improbable, 
however, that if this project were developed and a preference given 
to the municipal utilities, the municipal utilities would take all of 
their power requirements from this project. 

You will note from this exhibit A that a substantial portion of the 
power sold by the municipally owned utilities in the Niagara area is 
generated by the utilities themselves, and I think it is doubtful that 
if this project were constructed that they would abandon completely 
their own generating plants and take all of their power from the Niag- 
ara project. 

Senator Burke. Mr. Chairman, may I ask a question at that point? 

Senator Morse (presiding). You certainly may. 

Senator Burxe. If the publicly owned electric systems are only 
going to take 14 percent of the output, why is the preference clause so 
important ? 

Mr. Rapry. The importance of the preference clause is that it 
provides a yardstick and a competitive influence, because this is power 
that is generated in the first instance from a public resource by a pub- 
lic agency, and it is important, and it has been shown to be important 
in every other section of the country where such power has been 
developed, that it has to go all the way through the channel of distri- 
bution to the ultimate consumer to these nonprofit systems if the maxi- 
mum benefits are to be felt by the electric consumers. These publicly 
owned electric systems provide an important competitive element 
which is not otherwise available in a basically monopolistic industry. 

Senator Morse. May I ask a question supplementing the question of 
the Senator from Ohio? Is it the position of your association that 
the retention of the public preference clause is essential because of its 
future influence on power policies in the northeast area ? 

Mr. Rapry. By all means, yes. 

Senator Morse. And by that do you mean that the clear retention by 
statute of the public preference clause—which I interpret your re- 
marks to mean an advocacy of—would then make available at all 
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times for potential public bodies a power preference in case private 
utilities proceeded to take advantage of them by charging them 
exorbitant rates for power much higher than they could get through 
public bodies ? 

Mr. Raprn. Yes, that is correct. I think another important provi- 
sion or several other important provisions of the preference clause are 
that it implies an obligation on the part of the agency generating 
power to sell power to these local public agencies. Without that im- 
plied obligation I think the effect of marketing this power without a 
preference provision would be that 95 or 99 percent of the power might 
go to the privately owned power companies because, first of all, they 
are far larger power systems than the municipally owned electric 
systems and are in better position in practically all cases to obtain 
this power than the municipally owned systems. Unless the generating 
agency has an obligation to serve these municipal systems, I think it is 
very doubtful that they would get any of this power, and most of it 
would go to the private power companies, and the maximum impact 
would be felt in the area. 

Senator Morse. Is it not true that where the public preference 
clause has been very carefully followed in the aoe decatan of public 
power resources that the private utilities still provide the largest 
percentage of the power to consumers ? 

Mr. Rapin. Yes, that is true. 

Senator Morse. Is it not true that there seems to be a widespread 
notion in many places in the country that in the areas of our great 
multiple-purpose dams the household consumers are served primarily 
by public agencies, when in fact they are still served by private 
utilities ¢ 

Mr. Rapti. Yes. I think a striking example is in your own area, 
Senator, where Portland, for ex xample, i is served by a private power 
company, and Bonneville Dam is practically on the doorstep of 
Portland. 

The same is true of Spokane, Wash., which is very close to Grand 
Coulee Dam, Spokane still being served by a private power company. 

Senator Morse. Does not the record show that the existence of the 
public preference clause which we have, primarily, in my judgment, 
through the wisdom of Senators Norris and McNary, has stood as a 
competitive check upon private utilities, preventing them taking ad- 
vantage of consumers of an area by charging rates much higher— 
which they would charge if it were not for the existence of the ‘public 
preference clause ? 

Mr. Rapin. That is right. I show later in my testimony how a 
report of the Water Resources Policy Commission indicated that 
rates have been progressively lowered by private power companies in 
those areas where there has been public development of power 
marketed in accordance with the prefence provision. 

Senator Morse. On the basis of your research and study are you able 
to testify this morning that in these areas where we have had the 
public preference clause constantly existing as a check upon the private 
utilities, the private utilities have nevertheless continued to make 
reasonable profits? 

Mr. Raprn. That is entirely true and is also shown in the report of 
the President’s Water Resources Policy Commission. The rate of re- 
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turn of the companies on the fringe area of this public power develop- 
ment have been equal to or better than the national rate of return of 
private companies. They have not suffered by public power. 

Senator Morse. We put it this way, that part of the problem involves 
the issue as to whether or not the public interest is going to be protected 
by a competitive yardstick that will help guarantee reasonable rates, 
or we are going to have a situation with the private utilities in complete 
control, with the result that the public pays rates higher than a rea- 
sonable rate would be. 

Mr. Raprn. That is correct. These public-power systems, whether 
they be Federal or on the local level, have exerted a very profound 
influence on rates. For example, in Springfield, Tll., that is served 
both by a municipally owned utility and a priv ate power company. 
The rates which the private power company has in Springfield are 
substantially lower than the rates and charges in the area where its 
generating plant is located. The reason for that is that you have 
the competitive influence of the Springfield, T)., municipal utility 
there. 

Senator Morse. Although I am not the witness, may T interject very 
briefly this observation, as dramatic proof as you need of the sound- 
ness of the testimony you have just given is the TVA area where the 
public-preference clause has stood as a competitive yardstick check, 
and the private utilities have dropped their rates and dropped their 

rates and are offering services to REA’s, for example, and are still 
making a good profit, . but have done it in order to meet the rates pro- 
vided for by the public-preference clause applied by TVA. 

Mr. Rapin. That is correct. 

Senator Morse. You may proceed. 

Mr. Rapin. It is likely, therefore, that the sales of Niagara power 
to municipal utilities, under a preference provision, would be some- 
thing less than 14.6 percent of the output of the project. 

However, if this preference is accorded the local public agencies and 
rural electric cooperatives, the benefits would accrue not only to the 
consumers of the preference customers, but to the consumers of the 
private power companies as well. For experience in other sections of 
the country has shown that the preference provision results not only 
in a reduction of rates to those served by the preference customers, 
but also to those served by adjacent private power companies. 

The President’s Water Resources Policy Commission, in a report 
published in 1950, presented a highly significant table showing how 
wholesale rates charged by private power companies to rural electric 
cooperatives had been steadily lowered in those areas where there 
had been public power development. However, there was no cor- 
responding reduction in wholesale rates to the rural electric coopera- 
tives in areas, such as the Northeast, where there has been no public 
power development. 

For example, in Oklahoma, where the influence of the Southwestern 
Power Administration and a State agency marketing large blocks of 
power to preference customers has been felt. the cost of wholesale 
power charged by the private power companies to rural electric co- 
operatives was reduced from 1.16 cents per kilowatt-hour in 1941, to 
0.58 cents in 1950. At the same time, however, the wholesale power 
cost charged by pri vate power companies to rural electric cooperatives 
in the Northeast States increased from 1.25 cents per kilowatt-hour in 
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1941 to 1.47 cents per kilowatt-hour in 1950. These figures are an 
indication of the tremendous value of the competitive influence of 
public power. 

Interestingly enough, another table in this same report indicates that 
the profits of those companies which have reduced their rates is equal 
to or better than those of companies‘ Which have not reduéed their 
rates. 

We, therefore, feel that it is essential to have the preference pro- 
vision, not only so that the electric consumers of the area may obtain 
the greatest benefits from this project, but also to prevent a virtual 
monopolization of this public resource by the private power companies. 
For the real significance of the preference clause, insofar as the mu- 
nicipal utilities—and also the rural electric cooperatives—are con- 
cerned, is that it implies an obligation upon the generating agency 
to serve the preference customers. If there were no preference clause, 
and if the power were sold at the dam site or other points to those who 
could come and get it, practically all of this power would go to the 
private power companies, with only an insignificant amount being sold 
to the municipa) utilities and rura] electric cooperatives. 

This is because of the fact that not only would legal restrictions in 
many cases prevent the public agencies from building necessary trans- 
mission lines, but even more important, the size of the loca public 
agencies and rural electric cooperatives would make such a practice 
prohibitive. 

We therefore urgently request your committee and the Congress 
to approve the Lehman-Roosevelt bill or the Case bill with such con- 
sumer safeguards as will make it in conformity with the traditional 
power marketing policies which have been enunciated by the Congress . 
since 1906. Only such legislation will be consistent with the policies 
followed for almost half a century, and which have brought such 
great benefits to the Nation. 

Senator Morse. Has the Senator from Mississippi any questions’ 

Senator Stennis. No questions except this: As I understand, the 
only objection you have to the Case bill is that it does not have the 
consumer safeguard for the small publicly owned users. 

Mr. Raprn. Yes, we consider that a highly significant objection, 
though, because I think it is the very keystone of our power policy, 
and once that power policy is breached, it may open the door to sub- 
sequent legislation which could be just as damaging or more so to the 
vast amount of power that is to be developed in this country. We 
think it is an extremely important provision, and as we point out, it 
has been a matter of congressional policy since 1906, and we do not 
think there is any justification for dlimineting that provision at this 
time or any other time. 

Senator Srennis. Are you concerned any about the statute in 
New York that talks about the bottom of the streams and the banks 
and everything about the streams belonging to the people, subject, 
of course, to the rights of navigation ¢ 

Mr. Raptr. I think that provision of the New York State law, 
especially in view of a recent Supreme Court decision, would probably 
make the Miller-Capehart bill unconstitutional. I have not’received 
a final opinion from our own counsel on that, but that is the view of 
many 

Senator Stennis. What case is that? 
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Mr. Rapin. That is the Niagara Mohawk case, which was handed 
down by the Supreme Court a few weeks ago. 

Senator Srennis. You do not have that decision there, you say? 

Mr. Rapry. No, I do not. I think Mr. Moses referred to it in his 
testimony last week. 

Senator Srennis. That is all I have. 

Senator Morse. Has the Senator from Ohio any questions? 

Senator Burke. Just one. Mr. Moses made the legal point that 
neither private enterprise nor the Federal Government had the legal 
right to produce power. Do you agree with that contention ? 

Mr. Rapty. I don’t know about the Federal Government. I would 
presume that they would have the right to generate power at that 
project, but as for the private power companies, I would seriously 
doubt whether they would have legal right now. 

Senator Burke. He made the point that if anybody but the State 
was given the right to develop power at that point, that it would 
result in litigation so that Canada would develop the power, and 
no one else would. 

Mr. Rapin. Yes. I wouldn’t be competent to say on the question 
of the Federal Government’s legal right to develop power. 

Senator Morse. Mr. Radin, do you know of any court decision by 
the United States Supreme Court that would give to New York any 
greater authority over Federal waters or international waters than 
Tennessee, or Idaho, or Washington, or Oregon, or California or any 
other State over navigable streams? 

Mr. Rapin. No, I don’t. As a matter of fact, I think the trend 
would be in the other direction. 

Senator Morse. Do you know of any decision that supports the 
general conclusion of Mr. Moses that the Federal Government does 
not have jurisdiction to proceed, for example, to lay down a Federal 
pues policy applicable to the Niagara and the St. Lawrence that we 
1ave laid down for some almost 50 years over other navigable streams? 

Mr. Rapin. No, I know of no such decision. 

Senator Morse. Do you think that an argument that the passage of 
X legislation may result in Y amount of litigation as an argument 
that ought to estop the Congress of the United States from proceed- 
ing to do what it thinks is in the public interest ? 

Mr. Raptn. No, sir; I don’t think Congress is, shall I say, intimi- 
dated in that manner. 

Senator Morse. Part of this process of democracy of this democracy 
of ours is an open-court system for people of different points of view 
to test their allegations and contentions, is that not true? 

Mr. Raptn. Yes. If that were the case, I doubt whether the Fed- 
eral Power Commission would have issued a license for the St. Law- 
rence project because it was certainly clear it would be taken to the 
Supreme Court and was. 

Senator Morse. And should be, as long as people think that some 
rights are being violated under our system of government. That is 
the place to test it. 

Mr. Raprn. Yes, that is correct. 

Senator Morse. Whenever a majority of people think that the pub- 
lic policy, however, demands legislation of a certain type, and there 
is no showing that it is patently unconstitutional, we ought to proceed 
to pass the legislation and let the courts then review it. 
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Mr. Rapin. Yes, you are entirely correct. 

Senator Morse. Any other questions? Thank you very much. 

Senator Stennis. I see here for the first time your exhibit B, aver- 
age cost of purchased power, in the New England area, 1.486, where 
the New York area is .929, so roughly there is a 50-percent difference, 
a third off, at least. To what reason do you ascribe that? 

Mr. Raprn. I think there are several reasons. I think fuel costs 
are probably somewhat higher in the New England area. I think 
sii factor is that corporate structure of the private utilities in 
that area where they have cascading of power from one company to 
another, and price seems to go up with each cascading of power. 

Senator Stennis. I notice, just to the south, Pennsylvania is higher 
than New York. 

Mr. Raprn. Yes, that is correct. 

Senator Stennis. Ohio jumps to $1.98. I thought maybe you could 
make some comment on that that would make it clearer. 

Mr. Raptn. Yes. 

Senator Morsr. May I with pride call the attention of the Senator 
from Mississippi to the rates in Oregon ? 

Senator Srennis. Yes, I see that. Of course the last three there 
are public-power areas. 

Senator Morsr. Thatisit. That is what the witness has been point- 
ing out to us. When you get the public-power yardstick, you get 
rates like that. 

Mr. Raprn. I would like to make one other point, too, and that is 
that these municipally-owned utilities very largely are small-size units 
that are not integrated as fully as private power companies, and in 
order to function properly, they should have the same advantages of 
integration as the private utilities, and I think it requires a preference 
provision and availability of this source of so-called low-cost power 
to give them the benefit of large-scale generation which the private 
utilities have. 

Senator Morse. Thank you very much, Mr. Radin. 

Our next witness will be Mr. Elwood Swisher, president of the 
United Gas, Coke and Chemical Workers, CIO, 805 G Street NW., 
Washington, D. C. 


Mr. Swisher, you may proceed in your‘own way. 


STATEMENT OF ELWOOD SWISHER, PRESIDENT, UNITED GAS, COKE, 
AND CHEMICAL WORKERS UNION, CIO, ACCOMPANIED BY JAY 
WATKINS, DIRECTOR OF EDUCATION FOR THE STATE OF NEW 
YORK FOR THE UNITED AUTOMOBILE WORKERS, CIO 


Mr. Swisuer. I would like to note that the gentleman accompany- 
ing me on my left is Jay Watkins, director of education for the State 
of New York for the United Automobile Workers, CIO, stationed 
in Buffalo. and he is more or less here to observe the interests of the 
people in that area. 

Senator Morse. He will be allowed in this hearing to associate him- 
self with you and participate in the hearing with such statements as 
he may wish to make and answer such questions as the committee may 
wish to put to him. 

You may proceed. 
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Mr. Swisuer. Mr. Chairman, I would also like to point out before 
I start that I am appearing in behalf of national CIO as their spokes- 
man as well as my own union, the Gas, Coke and Chemical Workers. 

Mr. Chairman and memkers of the committee, I appreciate this 
opportunity to appear before this committee. The CIO asked for 
this time to testify because we wondered whether the fact has been 
brought to the attention of this committee and to the Congress that 
the development of Niagara is imperatively necessary for the titanium 
program. You will recall that titanium is the new wonder metal 
that is of such vital importance to the Nation’s jet airplane program 
which I understand is part of the New Look in the national defense. 
Secretary Talbott of the Air Force recently said: “I believe we should 
take steps immediately to increase the supply of titanium to fill the 
need fully, both for the military and for industry. Every assistance 
should be given to all potential producers of this metal.” Secretary 
Talbot reported to the Congress that the United States is extremely 
weak in the production of titanium metal and the failure to expand 
production in the Niagara area is due primarily to the failure to 
develop the power potential of Niagara even though New York State 
prov ides an ideal location for the production of this vital material. 

The President’s Material Policy Commission, known as the Paley 
Commission, reported that New York State is among the four loca- 
tions listed as sources of ilmenite, the ore from which titanium is 
extracted. The significant power fact relating to titanium production 
is that this metal requires 20 kilowatt-hours of electricity for each 
pound of titanium extracted. Because of this fact I have looked into 
the possible relationship between the low cost Niagara power in the 
expansion of the vital titanium industry so necessary according to 
Secretary Talbott. Interestingly enough, before 1946 the quantity of 
titanium produced in the United States was measured in pounds; 
beginning in 1946-47 production was measured in hundreds of pounds; 
in 1947-48 measurement was in tons; in 1949-50 by tens of tons; and 
in 1950-51 some hundreds of tons were being produced. I might add 
that from 1950 to 1953 it is now in thousands of tons. 

Every year or so since 1946 production of this wonder metal has 
jumped 10 times over, and the President’s Material Policy Com- 
mission, reporting in 1952, estimated that by 1975 production might 
reach somewhere between 500 000 and 2 million tons a year. 

Mr. Chairman and members of the committee, the production level 
in that range would mean increased power requirements for this meta] 
alone ranging from 20 billion to 80 billion kilowatt-hours of low cost 
electric energy. This will mean increasing the present requirement 
of electric power by 20 kilowatt-hours for every pound of this vital 
metal which is additionally produced. 

Every effort should be made to produce titanium at Niagara Falls 
because this area has the raw material, has the chlorine production— 
and I pause to point out that each 1 ton of titanium produced re- 
quires 5 tons of chlorine—and it has the potential low cost power, 
the 3 elements which would provide jobs, increase production of this 
vital metal, and the use of our resources for the benefit of our defense 
program. 

We need to produce Niagara power for this critical program not 
only for its broad effects but also as the Paley Commission reported : 


Attainment of substantial tonnage production of titanium will make a tremen- 
dous drain on our energy resources, because, in terms of energy per pound, 
titanium costs more to produce than any other of our tonnage metals. 
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If we are to reduce the cost of the New Look defense program, 
we must make sure above all that the elements of cost of this vital 
titanium program must be kept as low as possible. If we are to go 
to the maximum production projected by the Paley Commission, an 
increased cost of only 1 mill per kilowatt-hour, for the 80 billion kilo- 
watt-hours of electricity required would mean an increased cost to 
this national program of $80 million a year. 

This vital aspect of the problem which recently came to our atten- 
tion sustains the position taken by the CIO convention in endorse- 
ment of public development of Niagara as well as the resolution 
adopted by the executive board of the United Gas, Coke, and Chemical 
Workers of America, CIO, as follows: 

Whereas Niagara Falls represents one of the scenic wonders on the American 


continent which has been neglected and allowed to deteriorate in contrast with 


the orderly development of the beauty and facilities on the Canadian side of 
Niagara River; and 

Whereas the Canadian park development has been financed by fees received 
from the sale of electric power available for the development of industry on the 
Canadian side of the river at prices giving a competitive advantage over those 
United States plants paying the excessive charge made by the Niagara Mohawk 
Pewer Co.; and 

Whereas the chemical industry in Niagara Falls, N. Y., is in a competitive dis- 
advantage due to the high cost of power in northern New York and as a result 


have expanded their plants in other areas where electric power costs are more 
reasonable: Therefore be it 


Resolwed, That the executive board of the UGCCWA, CIO, in session in Wash- 
ington, October 23, 1952, supports a legislative program to bring about restora- 
tion of the natural beauties of Niagara Falls, and that such restoration be fi- 
nanced at least in part through payment of fees from public power development 
of the American side of Niagara under treaty rights with Canada which would 
make possible the sale of electric power at rates competitive with other low 
cost areas throughout the United States and Canada. 

In accordance with that resolution we are here to support S. 2966, 
known as the Lehman-Roosevelt bill, to authorize the redevelopment 
of Niagara River hydroelectric resources under a license to the power 
authority of the State of New York, with safeguards for the prefer- 
ential right of the people’s nonprofit public and rural cooperative 
electric systems to obtain power supply from this great public resource. 

We support S. 2966 because we are convinced it will assure lower 
electric rates for our homes, for our neighbors on the farms, and for 
industrial development. This will mean jobs for our members, profits 
for industry, increased taxes for Government, and freedom from 
drudgery for the housewife and farmer. 

We feel that the sa feguarding conditions are amply justified because 
we are dealing with the use of a great natural resource of the American 
people as a whole. There is no justification, in our opinion, for its 
being made an exception to the Federal power policy which has grown 
up to protect the interests of communities choosing to obtain their 
electric service on a nonprofit basis. 

We are opposed to the enactment of S. 689, known as the Capehart- 
Dondero bill which would turn this great resource over to private 
development, because we are convinced that it would mean higher 
cost electricity for homes, farms, and industries and would, conse- 
quently, restrict economic growth ‘and full em loyment. 

I shall deal next with the importance of low-cost electric energy 
to the expansion of the electroprocess industries which are becoming 
increasingly significant as a basis for expansion of modern industry. 
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I shall then deal with the importance of low-cost power to the 
increasing productivity of labor and its reflection in constantly rising 
standards of living. 

I shall point out that expansion in the use of electricity by homes, 
farms, and other small consumers, possibly only where electric rates 
are low, results in a wider market for electric appliances and so tends 
to sustain full employment. 

This presentation will support our contention that the public interest 

requires authorization of the State of New York to redevelop Niagara 
on a public basis subject to the safeguards which will assure a yard- 
stick influence on the prevailing high electric rates in large parts of 
the Northeastern region. 

The workers whom I represent are very much concerned with the 
way in which the Niagara hydroelectric power resource is redeveloped 
because an abundance of low-cost power is essential to the expansion 
of the industries in which many of them are engaged ; to the employ- 
ment upon which the support of their families depends; to the con- 
venience of their homes; to the efficient operation of the farms which 
produce their food; and to the strength and security of the Natign. 

The members of my union have had direct experience with the 
tremendous advances of modern chemistry, providing the basis for 
new raw materials and new industries. Their participation in the 
extraordinary development in the atomic-energy field has enlarged 
their perspective of the industrial future of the chemical industry. 

In the short 10 years since the harnessing of the atom became a 
practical possibility, the chemical workers have been aware of the 
vast quantities of low-cost electrical energy that have been required 
to operate the Atomic Energy Commission’s plants in the Ohio Basin, 
the Columbia Basin, and elsewhere. 

Former Chairman Gordon Dean in his recently published book tells 
how single plants of Atomic Energy Commission use as much elec- 
tricity annually as such tremendous urban areas as New York City. 

I might add, Mr. Chairman, that before the appropriations hearing 
in the House in 1954, K. D. Nichols, of the Atomic Sodaeas Commis- 
sion said, and I quote: 

Before going off the record, I would like to point out that one of our largest 
cost items of producing fissionable material is the cost of the enormous power 
requirements of the gaseous diffusion projects located at Oak Ridge, Paducah, 
and Portsmouth. When our program of construction is completed, these 3 plants 
will consume power sufficient to meet the combined requirements of the 9 cities 
of New York, Chicago, Philadelphia, Cleveland, Pittsburgh, Detroit, Los Angeles, 
San Francisco, and Houston, Tex. Putting it a little differently, the power 
consumed by the Oak Ridge plant alone will more than meet the needs of the 
entire State of Texas. The Paducah plant would more than meet the needs of 
the State of Michigan, and the Portsmouth plant would meet the needs of the 
States of Connecticut, Georgia, and Ohio. 

He quotes then the total kilowatt-hours consumed in Texas, Michi- 
gan, Connecticut, Georgia, and Ohio as 64,098 million kilowatt-hours. 

But these dramatic events are only recent samples of the importance 
of low-cost electricity to our industry. For, from the early days, 
many industries producing chemical products have sought sites close 
to low-cost hydroelectric developments. Niagara Falls itself has been 
for years the location of electrochemical production. 

In terms of the future of their industries, the members of the Con- 
gress of Industrial Organizations are concerned with the availability 
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ef low-cost power from such projects as the proposed redevelopment 
of Niagara which we are considering here today. And, as citizens of 
the United States, they are interested in having such power available 
on this side of the international boundary at rates as low as those for 
which it is sold in Canada. That requires its public development. 

In presenting the committee with the background for our recom- 
mendations on the several bills to authorize the Niagara redevelop- 
ment, I shall discuss the electrometallurgical and electrochemical 
industry as part of the great electroprocess industry. 

The importance of this modern industry as a factor in economic 
growth in connection with large developments of low cost power was 
given early recognition by a joint study of the Federal Power Com- 
mission and the New York State Power Authority. This study was 
prepared in 1933 and 1934 as part of the Survey of the Great Lakes- 
St. Laue Seaway and Power Project by those two agencies, the 
Department of Commerce, and the Interstate Commerce Commission 
as the Interdepartmental Board on the St. Lawrence Project. The 
report was submitted to the President on January 10, 1934, and pub- 
lished as Senate Document No. 116, 73d Congress, second session. 

The study called attention to the increasing use of electricity in 
industry for heating processes, including the electric arc, electric re- 
sistance, and electric inductance furnaces, for melting, refining, and 
welding metals, for graphitizing carbon, making calcium and anneal- 
ing metals. It went on to include the use of power in electrolytic, 
electrochemical and electrometallurgical processes. 

Under electrochemical processes it listed the development of caustic 
soda, chlorine, and the other members of the halogen family, as well 
as the production of hydrogen, oxygen, carborundum, and the fixation 
of nitrogen. 

Under electrometallurgical processes it listed the electrolysis of 
fused salts of aluminum, Lcotiien, calcium, magnesium, and sodium, 
a swell as cadmium, copper, zinc, bismuth, iron, lead, and tin. 

The joint report pointed to ferroalloys of chromium, manganese, 
molybdenum, nickel, silicon, tungsten, uranium, and vanadium as 
heavy users of electric energy. To this.group should be added the 
modern and increasing use of titanium to which I have already 
referred and which requires twice as much electricity as aluminum 
to produce its ingots. The report also pointed to the use of electric 
furnaces for manufacture of phosphorus, an important ingredient in 
modern fertilizer. 

Twenty years ago the New York Power Authority and the Federal! 
Power Commission predicted the tremendous growth in these indus- 
tries which is still going on. This growth has created an unprece- 
dented search for locations near low cost hydroelectric power and more 
recently low cost steam power produced close to low grade coal and 
natural gas reserves. 

I offer as part of my testimony table I from that study, which is 
attached as Appendix A. 

Senator Morse. It will be inserted at this point in the record. 
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(The document marked “Appendix A” is as follows :) 


APPENDIX A 


TABLE I.—Products of electric furnace and electrolytic cell 


Product 


Alumina, fused. 


Alumina, pure-_-_. 
Aluminum metal. 


Aluminum, pure.. 
Beryllium 
Bismuth 
Cadmium 
Calcium _- 
Calcium carbide -. 


Calcium cyanamid _-. 
Carbon pisulfide...._. 


Caustic : 
Cerium metals..-.... 


Chlorine gas_- 


Chrome yellow -- 

Copper, pure. _ 
Osta nares 

Ferrochrome. ...-- 


Ferromanganese. 
Ferrcmoly bdenum _ 
Ferrosilicon - 
Ferrosilicontitanium - 
Ferrotitanium _ 
Ferrotungsten aia 
FPerrovanadium -... 
Frary metal. 

Gold. tes 
Graphite.____. 
Hydrogen - . 
Hypochlorite 

Iron, pig... 

Iron, pure or “Swedish’’. 
Lead, refined 

Lithium metal....___- 
Magnesium metal. _-_.- 


Nickel, refined . _ _. 


Nitric acid 

re 
Ozone 
Palladium... 
Perborates__.__- 
Phosphoric acid. 
Phosphorus 


| 


| 


Raw material 


Bauxite (natural aluminum 
oxi’e). 
Bauxite 


| Aluminum metal_.........-.. 


Beryl] 


| Lead refining slimes. 
| Zine electrowinning slimes 


| Coke and sulfur... .- 


Calcium chloride _- 3 
Lime and coke .........-.-- 


.| Calcium carbide (nitrogen 


of the air). 


| Water, salt_. 


| 





| Rare earth chlorides._....--- 


Water, salt _. 


Lead. 


.| Crude copper - ad 


Copper ore. 
Chrome ore - - 


Manganese ore and coke... - 
Molybdenum ore 

Iron, silica rock, coke 

| Bauxite. J ao 

| ‘Titanium ore........--.---- 
Tungsten ore. 

Iron vanadate... 
Alkaline earth chlorides 
Copper refining slimes... 


| Anthracite coal 


Water, sodium hydroxide. om 


| Water, salt._.... 


Iron ore hanaeadoeil 
Pyrrhotite___._- 


| Crude lead - | 
Lepidolite, lithium salts..__- 


Magnesium chloride _ 


| Crude nickel. ___. 


Air... 


= ater, sodium hydroxide. - 


Air_ bbcabe 
| Nickel refining slimes - 


Platinum........_...._._| 


Do_.. Sale 
Potassium chlorate 
Quartz, fused... __- 


Rhodium. -. 
Silicon.... 


Silicon carbide_...-..- 
Silver 

Sodium bichromate.-..- 
Sodium metal - - 

Do eiataeniibanis 
Sodium perchlorate 
Tin, refined 
White lead - 

Zine, pure... 
Zinc metal, pure... 


Borax 
Phosphate rock, coke, sand _- 


Copper refining slimes- _ --.- 
Nickel refining slimes 
Potassium chloride-_- 
Quartz rock 


| Nickel refining slimes 
| Sand and coke. 


.| Sand, sawdust, coke........_| 
Copper refining slimes ----- i 


| Chromium salts___- 


Caustic (Castner) 
Salt 


Sodiurn salts, NaCl03.. 

| Impure tin, tim dross___._..- | 
| Paint pigment. 

| Brass, galvanizing. 
Brass industry. 


| Solvent, 


| Soap, 


| Spectah and high-speed steels, 


| Alloys, 


| Acid 





Applications of product 


Abrasives and refractories. 


Insulating material, aluminum metal. 

Electric power transmission cable; lightweight 
alloys fcr airplanes, automobiles, and trucks; 
deoxidizing agent for steel; aluminothermic re 
actions; ammonal (explosives); acid containers; 
cooking utensils. 

Corrosion resistant coatings. 

Light alloys. 

Alloys. 

Alloys; plating. 

Special uses, radio tubes, lamps. 

Acetylene for welding, cutting, and lighting; 
acetone, acetic aicd, airplane dope. 

Fertilizer, ammoaia, cyanides. 


insecticice, carbon tetrachloride, arti- 

ficial silk (viscose). 

ned industry, explosives 

Pyrophoric alloys, automatic lighters, tracer 
bullets and sells. 

Bleaching; gas warfare, mustard gas, phosgene, 
chlorpicrin, silicon tetrachloride; explosives; 
chlorbenzol; water purification; surgery (Dakin 
solution); detinning; artificial plastics; bydro- 
chloric ac ‘id; aluminum chloride for oil refining; 
sanitation. 

Paint prement. 

— | industry, brass. 


armor plate; 
projectiles. 
Steel, pennies. 


| Special steels. 


Steel manufacture, hydrogen production. 
Steel deoxidizer. 

Scavenger in svee] manufacture. 

Special and high-speed steels. 

Special steels, automobile steels. 


__| Bearing alloys. 
-| Jewelry, coinage, industrial alloys. 


Electroces, lubricants, and paints. 
| Ballooning, hydrogenated fats. 


| Disinfectants, bleaches. 
..| Steel industry. 
| Tubes and special steels. 


Alloys, fit.ing, acid chambers. 

Light alloys. 

Flashlight powders, lightweight. alloys, tracer 
bullets, and flares. 

’plating industry, 
utensils. 

Explosives, fertilizers. 

| Oxywelding, oxycutting. 

| Sterilization of water, sanitation. 

Industrial alloys. 

Bleaching agents for textiles. 

hosphates, cleaners, food products. 

Matches, phosphorus compounds, phosphor 
bronze, smokescreens. 


dairy equipment, 


Electrical uses. 


Catalysts, jewelry, industrial alloys. 


| Primers, matches, dyeing. 


Silica tubes, 
uses, lenses. 

Industrial alloys. 

Silicon steel, hydrogen for balloons, resistance 
units, silicides, silicon tetrachloride, 

Abrasives and refractories. 

Jewelry, coinage, industrial alloys. 

Dyeing, tanning. 

Peroxides, cyanides, bleaching, mining. 

Alloys, tetraethyl lead, organic synthesis. 


heat-resisting materials, optical 


| Fireworks. 


Tinplate industry, bronzes. 


Survey of the Great Lakes-St. Lawrence Seaway and Power Project (p. 496). 
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Mr. Swisuer. I also offer their table V, appendix B, showing the 
price-power cost relations of certain electrochemical products, as of the 
date of the Interdepartmental Board Report. 

; Senator Morse. That will be inserted at this point in the record. 
' (The document marked “Appendix B” is-as follows:) 
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Mr. Swisuer. These figures could, of course, be modified in terms 
of present day prices. But as they stand they show the way in which 
power costs. as a percentage of price rises rapidly for these products 
as average rates rise from 2 mills to 10 mills per kilowatt-hour. 

I might point out, Mr. Chairman, under appendix B, if you would 
just look at aluminum, the price per unit at this time is 22 cents per 
pound, and looking at the percentage of the price per pound, if the 
power cost were at 0.2 cent per kilowatt-hour, it would be 11 percent 
of the cost. 

Then if you will go to the last column and see what would happen 
if the power cost were to rise to 1 cent per kilowatt-hour, the percent- 
age of the price of aluminum would then be 55 percent, or at least 55 
percent, of the cost of aluminum, which would come about as a result 
in the increase in the kilowatt-hours. 

Senator Stennis. Pardon me. Let us get that straight. One cent 
increase per kilowatt-hour would increase by 55 percent the cost of the 
titanium ¢ 

Mr. Swisuer. No. If it were at 2 miils per kilowatt-hour, the cost 
of a pound of aluminum, the energy cost, would be 11 percent of the 
total cost. If the kilowatt hour was increased to 1 cent 

Senator Stennis. That is five times. 

Mr. Swisuer. Yes, it would increase the electric cost of a pound of 
aluminum 55 percent or, in other words, the power cost would be 55 
percent of the pound of aluminum which at that time was selling for 
22 cents per pound, 

This is important in terms of the proposed legislation providing for 
the great redevelopment at Niagara because if the enactment of the 
Capehart-Dondero bill instead of the Lehman-Roosevelt bill should 
result in power costs on our side of the Canadian border rising to 
higher levels than those on the other side or elsewhere in the country, 
it would materially affect the competitive ability of this area to attract 
or hold electroprocess industries. 

I offer in this connection one other table from the report, which I 
designate appendix C, for the purpose of my testimony. 

(The document, marked “appendix C,” is as follows :) 
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TaRB_LeE VI.—Power costs at electrochemical centers 


| Power cost 





Locality Type of plant eee 
} 
} | hour) 

A IN... cinncupiditetin da dn tintieda tellin nine atten nadie Steam _. Kechbaesebiiow eal 3. 8-6 
Anite Meee. Pe th Lede | Wp ia2h nb SL cewdbsockevedads. 5 
Arvida, Province of Quebec... -.-..-- ; inaindici ..| Hydro. __. -| 1-1.5 
California. .. weal en | Steam... | 3.86 
England_....... orm Shas peddihkb bape we Gale SORE eth ahided } 4-5 
French Alps..........-- baekeesin te ee ~+--220e--| ).) eee 2-3 
Germany... ris. th bedeetete Lids wins oderetbdiledl od 3. 5-4 
Great Falls, Mont.................... simi tiliideiniphalats tieteaaiiilive TE eee ee 34 
Kanawha Falls, W. Va_. ee eS rhe Em | Steam and hydro.... “eel 4-8 
fF re RR Sr er i sei. ES ..-| Hydro. .......-. 5.8 a 3.8 
2 ONPG A  niterwn we 000 ¢2 0 atin - 92 osahs thei cabs ane | a hin chine dul Sata bean 3 up 
OPOO 2 Jbl Jeie sk. led bak doblinbinibucce ; i diacddvitivseeee | 1-1.5 
Cala et ee ee Bini. Simaeelal dia ath St th aie snoiaeaenl 1.54 
t. Cees... es fae ee ae ee ane a cient, Sates 4-5 
Scotland... uae gieas bands bets eens 3 - dasa ak 3-4 

: eat y 
Shawinigan Falls, Province of Quebec... _.........-.--..- i EE tan cnntilctugha | 1-1,5 
Oweles, tiie oo eres ce bidedudsdskoh [sateiDeews ids adek 1-1.5 
OTN Nea ha eins aatihdihag ds ath = ceinedas eanepliice ee ay 3 
UR ae i wacecas| OOGRER 3. 8-6 
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This table gives the costs of power at important chemical centers of 
the world in the 1930’s. -It will be noted that this antedated the great 
development which followed the establishment of the Tennessee Val- 
Jey Authority, the Columbia Basin, and other Federal low-cost power 
programs. It will also be noted that some of the centers then offered 
very low rates indeed. 

In terms of the committee’s consideration of legislation which would 
mean higher cost private development on the United States side of the 
international boundary, as compared with lower-cost public develop- 
ment in Canada, the following quotation from former Premier Tasche- 
reau, of the Province of Quebec, Canada, is significant. Speaking 
before the Quebec Legislature on January 13, 1932, Premier Tasche- 
reau said : 

The pressing need of the United States is for power. Do you think we are ever 
going to get industrial development in the Province of Quebec and in Canada by 
permitting the United States what she needs now for development of her own 
industries. I have seen many captains of industry, so-called, and they all tell me 
the same thing; keep your hydropower at home, and you will have American 
capital going into your Province for the development of industries and your 
Province will profit and progress. 

Now, we wish our neighbors in Canada Godspeed in all the indus- 
trial progress they can build on the basis of their magnificent power 
and other natural resources. But we believe that the two friendly peo- 
ples can advance together if we also take full advantage of the great 
possibilities in the way of low-cost hydroelectric power which we share 
with Canada along our borders. 

A subsequent report of the Federal Power Commission, issued in 
1938, under the title “Power Requirements in Electrochemical, Elec- 


trometallurgical, and Allied Industries,” states : 


In some regions the availability of raw materials and the present or potential 
availability of abundant low-cost water power have made electric-processing 
industries particularly significant to the utilization and conservation of the Na- 
tion's natural resources. 


This report points out that— 


Electrolytic and electrothermal plants for the most part are situated where 
electric energy is available in quantity at low cost. 

In 1936 the manufacturing processes covered by the report were 
estimated to consume a total of 12.5 billion kilowatt-hours of elec- 
tricity, stated as equivalent to more than 10 percent of the total energy 
generated for public use in that year. 

By 1944, when the peak of war production was reached, the chemical 
and nonferrous metals industries were using about 4 times that amount, 
or 50 billion kilowatt-hours in round figures. This gives some idea of 
the growing importance of low-cost electric energy to the base of our 
industrial economy. 

The report of the St. Lawrence survey of the United States Depart- 
ment of Commerce in 1941 still further emphasized the important rela- 
tionship between expansion of these industries and the availability of 
low-cost electric power. The report called particular attention to the 
existing concentration of electroprocess manufacturing plants in the 
Buffalo-Niagara industrial area. In fact, it showed that in 1936, meas- 
ured by value added in the process of manufacture, about 11 percent 
of the entire chemical industry of the United States was located in the 
area. 
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It said: 

The importance and degree of concentration of the metal products, chemical, 
and paper industries in the Buffalo area is particularly significant, since, as will 
be shown later, these industries are relatively strongly affected by differentials 
in power costs. It is probably that a substantial share of the industrial growth 
of the Buffalo area, and thus of upstate New York as a whole, should be ascribed 
to the low-cost hydroelectric power supply from Niagara (vol. VI, p. 19). 

The survey shows that between 1900 and 1930, when the existing 
Niagara power was being absorbed, the city of Niagara Falls in- 
creased in population at a rate from 3 to 4 times that of the United 
States as a whole, but that from 1930 to 1940 after all the existing 
hydro had been absorbed, the rate of growth slowed down to less 
than half that of the country (vol. VI, table 5, p. 9). 

The survey also shows that following 1927 the vercentage of the 
country’s total chemical industry located in New York State started 
down. For wage-earners employed the figure fell from 24.8 percent 
in 1927 to 16.4 ‘percent in 1937; while the corresponding figures for 
value added by manufacture were 27.6 percent and 19.5 percent (vol. 
VI, table 18, p. 27). 

Now, in considering the alternative proposals for developing this 
great addition to Niagara power, it cannot be said that the manner 
of development is unimportant. F ‘or, other regions of the country, 
as well as Ontario and other provinces in Canada, have the benefit 
of the low hydroelectric power costs which reflect public, as against 
private, fixed charges. 

In this next period of the Nation’s development, when the low cost 
hydroelectric power associated with the development of electroprocess 
industries becomes progressively harder to find, it is of the utmost 
importance that our entire industrial system have the advantage of 
public fixed charges where hydroelectric development is cone erned. 

Perhaps the most striking indication of the extent of the interest 
of the members of the chemical workers union, and more generally, 
of the Congress of Industrial Organizations as a whole, in any legis- 
lation which will influence the cost of future supplies of electric 
energy, is found in the report of the Federal Power Commission, 
“Industrial Electric Power, 1939-46.” This is, I believe, the latest 
breakdown of industrial consumption of power by regions, States, 
et cetera, 

For purposes of my presentation, I shall use the figures for the peak 

year of war production, 1944. In that year, the country’s indus- 
tries, including the extracting industries, used a total of approxi- 
mately 159 billion kilowatt- hours or just over 59 percent of the coun- 
try’s entire consumption of electricity for all purposes. 

The chemical industry topped the whole roster of industries with 
a use of more than 29 billion kilowatt-hours of electric energy, fol- 
lowed by the iron and steel industry with over 23 billion and the non- 
ferrous metals industry with nearly 21 billion. These three basic 
industries together consumed over 73 billion kilowatt-hours of elec- 
tricity, or nearly one-half of the total used by all industry. 

The consumption of electric energy by the various industries in 
the peak year of World War II production is shown in appendix D 
attached to my presentation. (Table F of report on industrial elec- 
tric power, using only 1944 column of figures, p. VII.) 
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The document marked “appendix D” is as follows :) 
APPENDIX D 
TABLE F.—Electric energy requirements (using only the 1944 column of figures) 


Kilowatt-hours 
Industry : in thousands 


Manufacturing: (1944) 
Chemicals__-_~- 29, 168, 354 
Iron and steel 23, 289, 908 
Nonferrous metals____._-____-__ ; 20, 755, 278 

11, 087, 527 

8, 724, 387 

I a scctetetines tig teeth din eieeaintinepttiethn a abigsiigag ia 8, 815, 882 
Petroleum and coal 6, 243, 480 
Transportation equipment 8, 908, 688 
Rieke ay: ane GU. 6 oe eS 5, 099, 529 
Machinery 5, 861, 275 
Automobiles_______ aicamitieaahe tea pepe Uibekes th > usin dineieidimesentntietlinds 4, 661, 755 
Electrical machinery__-_-~~ 3, 658, 196 
Rubber 2, 494, 054 
Lumber 1, 461, 514 
asi ectl nanhineuictomanibesens eae tvtoel te bictgccpetabtccy 1, 100, 836 
Furniture______ wae cele elliptic cal Ma A a 867, 388 
nt acnaenaal ition mania taba: eed 917, 445 
Apparel 538, 970 
Leather 555, 606 
Tobacco 163, 896 


Total 144, 318, 968 


Extracting: 
Coal mining , " 5, 237, 694 
Metal mining 3, 818, 974 
Nonmetallic mining 1, 348, 327 
Petroleum and natural gas__________-. 945, 126 


Total 11, 350, 121 


Government: 
Shipbuilding ; 1, 155, 031 
Arsenal and ordnance 1, 099, 960 
Miscellaneous manufacturing______ 826, 578 


Total ba ‘ ; 3, 081, 569 


Renee ONG Se a er ee 8) 185, 750, 658 
Source: Industrial Electric Power, 1939-46 (p. VIT). 


Mr. Swisner. These figures include both power purchased from 
electric utilities and power generated by the consuming industries 
themselves. It may be noted that the total large light and power 
sales by all-electric utilities in 1952 were 45 percent larger than in 
1944. 

My next table, Appendix E attached, shows for the year 1944 the 
distribution among the States of the total consumption of electric 
energy by the chemical and nonferrous metals industries. 
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(The document marked “Appendix E” is as follows:) 


APPENDIX E 


TABLE II.—Of the Federal Power Commission industrial power requirements 
{ Kilowatt-hours ] 


Chemicals Nonferrous 


ALADAMIB . 2.2 - onsen snenn ccc cwnementewwen ewe nen ccdecn ee cewcescncscnccsee 1, 186, 325, 000 
A ee ee, . 227, 518, 000 
California. ..-.......-.-.--- 1, 086, 497, 000 
CGhetD. sdb <dacuia pt orinté fiw ndadgdene dhstnenadetcbu- 4s ‘ pd nine ‘ 24, 282, 000 
Connecticut -_. Reatneeblibtneine 134, 329, 000 
Delaware da ialld ddd | 145, 129, 000 
Florida....-....--- 2 merece 290, 000 

GOS natiaines cnctuswe-so< 137, 500, 000 |__. 


TIRGTS. c pacdacecasccssnn dunce Se bbdsn anton cekebdmebemeingiod samien 880, 432, 000 
Indiana 758, 580, 000 
lowa - wee eennne eee eeeeene- oe eee wee ewe ee enes = 558, 833, 000 
Kansas . } 248, 088, 000 
Kentucky 

Louisiana 

Maine 

Maryland a. ee 

Massachusetts 133, 368, 000 
Michigan b ...-| 2,055, 233, 000 
MI aclinkdprndeews ccdscus ‘ oictdiicumeciiite 5 | 47, 034, 000 
MigRUE choc ci cver sess j “ 5 eoee owen aed J 86, 039, 000 
ES pa ditichctecatebetcrtmiannin ais sales = She | 318, 459, 000 
Montana........--- aewhaa BeUnsccbs ial 16, 112, 000 
Nebeasitiands~-....-..--4- | 31, 965, 000 
N@VOG Ma tctethinesccsenscce siccndecddastheanauwel ee aedannak : 1, 020, 825, 000 
New Hampshire...........- ‘ nin anbiveigalisbenmsntiieetial : 
Now FOR iiss bik. cwccvewssvsusueewswenesuedessccssecis wi lesene 1, 050, 018, 000 
New Mexico......... ‘ ; sanncianaiinielaed 84, 280, 000 
New York...........-... ambene y alba . 3, 753, 183, 000 
North Carolina... Dig tila netodin~ adascoian eae as Selenite 

North Dakota... 


OkighGURA....20«0-..--.--- 
Oregon 

Pennsylvania 

Rhode Island_... 

South Carolina... 

South Dakota. 





Vermont ‘ ~ 
Virginia 1, 145, 524, 000 
Washington... . at i 7 an 4 576, 569, 000 
West Virginia 3, 189, 411, 000 
Wisconsin t — é ; red 

Wyoming. _..... 





Source: Federal Power Commission Electric Power Report. 


Mr. Swisuer. These figures are derived from table 2 of the Federal 
Power Commission Industrial Electric Power Report. 

By inspection of this table it appears that availability of low-cost 
power or raw materials or both combined have played important parts 
in the location of these industries. States in which low-cost power has 
at one time or another been a significent factor include Alabama, 
Arkansas, California, Montana, Nevada, New York, North Carolina, 
Oregon, Tennessee, Washington, and West Virginia. 

The 10 States showing the largest consumption of electrical energy 
by the combined chemical and nonferrous metals industries, in the 
order of their 1944 consumption, are: 

State of New York, consumption of electric energy, chemical and 
nonferrous industries in kilowatt-hours, is 6,652,222,000; State of 
Washington, 4,908,922,000 kilowatt-hours; Tennessee, 4,820,290,000: 

48161—54—-25 
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West Virginia, 3,272,643,000; Ohio, 2,705,922,000; Michigan, 2,600,- 
772,000; Texas, 2,498,687,000; California, 2,429,525,000; Alabama, 
2,249,310,000; Arkansas, 1,406,656,000. 

It may be noted that in the case of New York State power from 
Niagara and the St. Lawrence, as well as available raw materials, has 
played a part. In the cases of Washington and Tennessee, the more 
recent availability of low-cost power from the Federal TVA and 
Bonneville power systems has been the chief factor. In the cases of 
West Virginia, Ohio, Michigan, Texas, and California, raw mate- 
rials have been a main factor although in several of them low-cost 
power has also played a part. In Alabama and Arkansas we again 
find low-cost power important, although raw materials also play a 
significant role. 

In appendix F, I offer the latest figures showing the importance 
of power supply to the broad subdivisions of American industry. 
These are drawn from the 1954 statistical issue of Electrical World 
and are based on data compiled by the Census Bureau and the Federal 
Power Commission. 

(The document marked “Appendix F” is as follows:) 


APPENDIx F 
Industrial use of electric energy (1952) 


Energy tn 

Industries: kilowatt-hours 

Toot ani inte! products.._..._.____...__............. 13, 198, 000, 000 

Tobacco manufacturers 295, 000, 000 

Textile mill products 13, 277, 000, 000 

Apparel and related products._......_._..._._._--_-_-_-_- 1, 759, 000, 000 

Lumber and products (except furniture) 4, 829, 000, 000 

Furniture fixtures 1, 225, 000, 000 

I a ccscn cman eneinnenceaiuananende 20, 670, 000, 000 

Printing and publishing industries___.______.___._.____---~- 2, 773, 000, 000 

Chemical and allied products 30, 272, 000, 000 

Petroleum and coal products 9, 109, 000, 000 

RN 1 aah ciiscccpemenicsicnen cin ow eset 8, 828, 000,000 

a imas raw clemersmeebeniaie 740, 000, 000 

Seems, Clas; Oe wees Procncws. ee 10, 980, 000, 000 

Primary metal industries 

Sn i  ieeenirprenianeninooabeninnn 

Machinery (except electrical) 

Electrical machinery 

Transportation equipment 

Instruments and related products__............._.._._- 

Miscellaneous manufacturers 


All manufacturing industries 
Source: Electric World, Jan. 25, 1954, pp. 186-187. 


These figures for the year 1952 show the primary metal industries, 
including both iron and steel and nonferrous metals, consuming more 
than 54 billion kilowatt-hours, or more than one-fourth of the 200 
billion kilowatt-hours total for all industry. The chemical industry 
follows with more than 30 billion kilowatt-hours, and the paper and 
pulp industry with more than 20 billion. 

The American Iron and Steel Institute reports the 1953 use of 
electric energy by the steel industry at approximately 26 billion 
kilowatt-hours. 

In four States within transmission distance of Niagara power, New 
Jersey, New York, Pennsylvania, and Ohio, there is today electric 





r 
} 
{ 
' 
] 
. 
1 
‘ 
4 
4 


NIAGARA FALLS POWER DEVELOPMENT 381 


furnace capacity in the steel industry capable of an annual output of 
1,650,540 tons. This represents an increase of nearly 17 percent in 
the last 3 years. The greater part of this capacity is located in Ohio, 
with an increase from 2,048,000 tons in 1951 to 2,247,380 in 1954 and 
in Pennsylvania with an increase from 1,797,920 to 2,189,830 tons 
in the same period. 

But the largest percentage increase, more than 50 percent, has 
occurred in New York State, where the capacity has risen from 
140.380 to 215,530 tons. 

Such figures provide some measure of the importance of low-cost 
electrical energy to the people I represent in various CIO affiliates. 
These include steelworkers as well as chemical workers and clothing 
and electrical appliance, textile and transport workers in the New 
York City subway and transportation industries. 

Turning now to look at the relationship between low-cost power 
and future expansion of industrial employment, we find its impor- 
tance stressed in the June 1952 report of the President’s Materials 
Policy Commission, Resources for Freedom. 

In volume III, chapter 4, this report indicates that to support a 
doubling of the Nation’s output of all goods and services in the 25 
years 1950 to 1975, the demand for electric energy may be expected to 
increase two and one-half times. This means, it says, a demand for 
1,400 billion kilowatt-hours around 1975, as compared with 389 bil- 
lion kilowatt-hours generated in 1950. It continues: 

The country has enough of all energy resources—waterpower, oil, gas, and 
particularly coal—to support a rise in electric energy supply of this magnitude. 


The major question is whether the supply will in fact be expanded rapidly 
enough in relation to demand and without a rise in real costs. 


Discussing the question of costs, the report says further : 


The general economic objectives of keeping costs of all materials as low 
as possible applies with particular force to electricity, because it enters into 
the cost of practically all goods and services produced in the economy and into 
the budget of nearly every family. Even though electricity typically represents 
only a small fraction of total production costs for most items, a substantial 
increase in its real costs, reflected in correspondingly higher prices to industrial 
and other consumers, could have a considerable retarding effect on economic 
growth. The impact would be particularly serious upon the electro-process 
industries which thrive because of low-cost electric power and upon which the 
United States must depend heavily for solving some of its difficult materials 
problems. 


The report contains a table showing the power requirements of 
selected electro-process materials, which I have attached to my state- 
ment as appendix G. 
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(The document marked “Appendix G” is as follows:) 


APPENDIX G 


Taste V.—Power requirements for electro-process materials 


Lgprecinets 

kilowatt-hours 
required per 
ton of product 

Titanium metal’ 

Aluminum metal 

95-percent silicon metal 

Electrolytic magnesium 

35-percent hydrogen peroxide (100-percent basic) 

asec cnes sais laniee eG 10, 200 

Silicon carbide 

70-percent ferrotungsten 

Sodium chlorate 

Rayon 

Phosphoric acid (via electric furnace) 

Electrolytic zine 

Chlorine 


2 Kilowatt-hours per pound of titanium from the President’s Materials Policy Commission 
staff report on titanium. 


Source: Adapted from chart of Process Power Requirements, Chemical Engineering, 
Mar. 1951, p. 115. 


The Materials Policy Commission points out that opportunities to 
obtain the low-cost power for these industries, previously obtained 
from Shawiningan Falls in Quebec, Niagara Falls in Ontario and 
New York, and the Government systems in the Tennessee Valley and 
the Pacific Northwest are becoming few. It, therefore, anticipates 
the need for large-scale expansion of low-cost electricity supplies from 
fuel generation. ; 

The report continues: 

The great contribution of electricity to the economic growth of the United 
States has resulted not only from the tremendous expansion of supply and use, 
but also from the decline in real costs and real prices of electricity. 

There is serious question whether a reversal of this long downward trend 
in the cost of electric power can be prevented. 

After estimating that the output of hydroelectric power in 1975 
in the order of three times the 1950 level might be achievable, the com- 
mission points out that— 
the costs of producing hydroelectric energy are largely fixed costs, consisting 
chiefly of interests on investment and depreciation. 


It adds: 


Construction costs and interest rates are therefore the most important ele- 
ments in the cost of hydroelectric energy. 

Now, I am aware that the statement that public fixed charges repre- 
sent a reduction in real costs, as compared with the fixed charges 
claimed where hydroelectric development is carried out by private 
interests, will be challenged. But it is our contention that, in the 
development of such renewable resources for the supply of a vital 
public service, the cost of — financing is much closer to the real 
cost of money than the higher costs claimed by private interests and 
that the people are entitled to use their credit to secure the low-cost 
power which is necessary to provide a basis for expansion of their 
job opportunities as well as to contribute to the more economical opera- 
tion of their farms and the convenience of their households, 
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It is on this basis that we are supporting S. 2966 which will assure 


the development of this great public hydroelectric resource with the 
public credit of the State of New York. 

The Materials Policy Commission estimates that, out of a total 
vrowth of consumption from 334 billion kilowatt-hours in 1950 to 1,204 
hillion kilowatt-hours in 1975, residential and farm use will increase 
from 75 billion to 311 billion; commercial use from 50 billion to 194 
billion; major electric electric-process use from 38 billion to 207 bil- 
lion; and other industrial use from 161 to 470 billion kilowatt-hours. 

The commission estimates further that, out of the total increase in 
required supply of power from 389 billion kilowatt-hours in 1950 to 
1,400 billion kilowatt-hours in 1975, hydoelectric energy will supply an 
additional 200 billion kilowatt-hours. 

It is our contention that, in terms of the increasing importance of 
low-cost electric energy to the country’s future, the 200 billion kilo- 
watt-hours of additional hydroelectric energy should be mainly de- 

eloped on a public basis so as to afford the people the advantage of 
low-cost public credit where fixed charges constitute the bulk of the 
costs and there is no foreseeable time limit to the use of the resource. 

Before going on to discuss the importance which we attach to the 
safeguards for power supply to nonprofit municipal and cooperative 
electric systems, included only in the Lehman-Roosevelt bill, S. 2966, 
[ would like to explain our interest as industrial wage earners in a 
somewhat more personal way. 

The fact is that more horsepower per worker—more kilowatt-hours 
per worker—in industry is the basis for the increasing productivity 
which enables us to earn higher standards of living for our families. 
And, if rising costs of power tend to restrict the industry’s use of 
power per worker, that has a definitely adverse effect on our livelihood. 

Eugene Ayers, energy resources expert for the Gulf Research & 
Development Co., of Pittsburgh, pointed out in 1948 that in 40 years 
the installed industrial power per worker had increased from 2.9 
to 7.2 horsepower. As the proportion of the power which was elec- 
trical increased in the meantime from 31 to 93 percent, it means that 
40 years’ progress for wagearners rested in part on a multiplication 
of the earlier use of electric power per worker more than 7 times over. 

The Materials Policy Commission, which I have already quoted, 
puts the more recent increase in use of electricity in industry a different 
way. On the basis of census figures, it calculates that the electric 
energy per man-hour of labor increased from about 23% kilowatt-hours 
in 1929 to 48% in 1939 and to nearly 534 in 1947. By 1950, the figure 
had eae to more than 614 kilowatt-hours per man-hour of labor 
in industry. 

Takin into account the reduction in the average working week 
during the 20-year period, this means that the average factory worker 
was sepaaitad by about 13,000 kilowatt-hours of electrical energy in 
1950, as compared with some 6,000 in 1929. 

Taking into account the reduction in the average working week 
during the 20-year period, this means that the average factory worker 
was supported by about 13,000 kilowatt-hours of electrical energy in 
1950, as compared with some 6,000 in 1929. 

Now, Mr. Chairman, I would like to illustrate just what effect high 
power rates have on this expansion of industrial use of electricity 
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per worker which has proved so important to assuring full employ- 
ment at high wages. 

New England, which should benefit from the combined public devel- 
opment of St. Lawrence power and Niagara pret, has very high elec- 
tric rates. The Report on the New England Economy submitted 
to the President of the United States in 1951 by the Council of 
Economic Advisers, pointed out that this was one of the disadvantages 
which tend to weaken the competitive position of New England 
manufacturers. 

But the report went further to point out that— 


Manufacturers in New England have responded to the higher level of rates 
by holding down consumption. 


It said: 


In view of the higher rates and lower consumption per establishment, New 
Kongland manufacturers have adapted their products and processes to minimize 
the importance of power costs. In this respect the high costs of power have 
been a restrictive influence limiting the range of industries in which New England 
can compete. New England’ has been barred from expanding in industries 
requiring large quantities of cheap electrical energy. Any policies which could 
reduce energy costs significantly would tend to broaden New England’s industrial 
opportunities. 


This suggests one of the handicaps which the textile workers of the 
Northeast face. It may indicate one of the factors holding up mod- 
ernization of the New England textile industry to meet the competi- 
tion of other regions where lower electric rates encourage greater use 
of power per worker. 

The Report on the New England Economy suggests that there are 


certain cases in which, without doubt, high fuel and power costs, in 
combination with other disadvantages have been important in encour- 
aging outward migration of industry. 

It says: 


The relatively high level of power and fuel costs in New England has with- 
out doubt been of some importance in discouraging the location of new manu- 
facturing establishments within the region and in restricting the rate of growth 
of existing enterprises. 

The higher level of fuel and power costs has probably been of considerable 
importance in some of the sectors of the chemical, rubber, and primary metal 
industries where power costs are a more-than-average proportion of the value 
added. Some sectors of these industries have been expanding more rapidly in 
the Nation than in New England. Small differences in cost items influence 
decisions for or against a prospective location or adoption of a new product. 


It is significant that when the Federal Reserve Bank of Boston 
polled 663 New England manufacturers to ascertain, among other 
things, whether high fuel and power costs in New England had any 
real effect on their competitive positions, approximately 1 out of 
every 4 replied that their fuel and power costs were important 
disadvantages. 

In August 1952, Arthur D. Little, Inc., research-engineering-in- 
vestigation firm, submitted a report to the Boston Federal Reserve 
Bank. The objective of the survey was to discover new markets for 
products now made by New England companies, opportunities for 
introducing newly developed products, and opportunities for estab- 
lishing new industries suitable to New England. The report contains 
a number of references to the influence of high power costs on the 
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region. Without touching on the various details of the report, I will 
simply quote one statement: 

Lower power costs should correspond with an increase in productivity per 
man, and this in turn would lead to a higher standard of living. 

The CIO supports the public development of Niagara Falls power 
rather than the private development because we are convinced that 
t will produce this result. 

I have dealt at length with the direct effect of the proposed legisla- 
tion on our membership as industrial wage earners because as a 
union our first interest is in our jobs and the opportunities they 
offer to secure a constantly improving standard of living for our 
‘amilies. 

I can sum up this portion best by quoting from the foreword of 
Resources for Freedom, volume ITI, by the Materials Policy Commis- 
sion. After emphasizing the strong interrelationships among energy 
resources, the Commission says: 

Equally important, it wishes to stress the basic importance of ample, low cost 


energy, along with technology, as the foundation on which industrial growth is 
suilt, and a prime essential in supporting national security. 


The Congress of Industrial Organiations also approaches the pro 
posed redevelopment of Niagara power as the representative of mil- 
lions of consumers who purchase electric service for their homes and 
who have a kindred interest with farmers who purchase electricity 
for both their homes and their agricultural business. 

From this point of view we are concerned with assurance that the 
development and marketing of this great low-cost hydroelectric re- 


source, along with its sister power project on the St. Lawrence, shall 
result in reductions in the excessive electric rates which burden homes 
and farms in a great part of the Northeast. 

In this connection we want legislation that will assure not only 
the public development of this power, but also low-cost power supply 
to meet the expanding needs of the people’s nonprofit municipal and 
rural cooperative electric systems so that they can serve as yardsticks 
for lower electric rates. 

We are concerned with the fact that these local community sys- 
tems throughout the region of New England, New York, and Penn- 
sylvania must pay from 2 to 3 times as much for their wholesale power 
supply as do similar nonprofit systems in many States of the South 
and of the Pacific Northwest. 

A change in this situation would open the quickest road to low 
electric rates for all homes and farms throughout the region. 

It is for that reason we support S. 2966, the Lehman-Roosevelt 
bill which would authorize a license to the State of New York to build 
the development but with the condition that, in marketing the power, 
it give a preference to public and cooperative electric systems seeking 
low cost power supply. The bill would direct and authorize the 
Federal Power Commission to attach such a condition to the Federal 
license. 

Other witnesses in all probability will deal at greater length with 
the importance of this feature of the Lehman-Roosevelt bill and with 
the northeastern rate situation which needs correcting. I will merely 
call attention to the fact that low retail electric rates, by stimulating 
consumption of electricity, become an indirect means to the expansion 
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of business which results in full employment for the men and women 
we represent, 

There is no question as to the increased use of electricity which is 
promoted by low residential electric rates. The reports of the Federal 
Power Commission on typical electric bills show average annual 
residental consumption in 1950 at 6,659 kilowatt-hours in Tacoma, 
Wash., where a long established municipal system has for many 
years shown the way to lower electric rates. 

This contrasts with an average residential consumption of 1,058 
kilowatt-hours in New York City and 1,016 kilowatt-hours in Boston, 
Mass., where rates are high. 

Senator Stennis. Is that residential consumption now? 

Mr. SwisHer. That is residential consumption. 

Senator Stennis. Per residential unit? 

Mr. Swisuer. Yes; per unit—per home, I guess you would call it, 
or per house or apartment. 

Across the border, in Canada, we find average residential consump- 
tion ranging as high as 6,000 kilowatt-hours per year in Ottawa and 
4,400 kilowatt-hours in Toronto. For all 367 municipalities distri- 
buting Ontario Hydro-Electric Power System energy, 1952 residen- 
tial use of electricity averaged 4,212 kilowatt-hours. 

Here in the United States the Tennessee Valley Authority enterprise 
has shown the way to similar growth in average home use of elec- 
tricity where electric rates are low enough to encourage such use. 
When the TVA started business in 1933, average residential use of 
electricity in the TVA region was about 600 kilowatt-hours per year, 
or almost precisely the average for the country as a whole. But by 
1953, average residential use in the region had outstripped that in the 
United States by 2 to 1, and the average annual rate was about double 
that for the country as a whole. 

In figures the 1953 averages were 4,314 kilowatt-hours for homes 
in the TVA region, as against only 2,257 kilowatt-hours for homes 
throughout the United States. During the year the increase in aver- 
age residential use was 387 kilowatt-hours for the TVA region, as 
compared with 166 kilowatt-hours for the Nation. 

Now, it will mean a lot to the homes throughout the Northeast to be 
able to afford such expanded use of electricity. This possibility is 
of great interest to the members of the CIO. And they are interested 
in seeing the opportunities provided by low cost power opened up 
to all the homes of the region and to the farms which provide them 
with dairy and other agricultural products and, in turn, afford an 
important market for the products of industry. 

But this consumer interest does not provide the full measure of our 
interest in bringing down the excessive electric rates in the region. 
As I have already indicated, the expanded use of electricity which 
would follow would mean an expanded market for electric appliances 
and farm equipment. This would mean more jobs for wage earners 
in the electric equipment industry as well as for those employed in 
producing all the materials used in the manufacture of such equip- 
ment. 

To make my point clear, I need only quote a paragraph on electric 
appliance purchases from the TVA 1953 Annual Report. 
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I quote: 


The fact that residential use of electricity has grown more than twice as fast 
in the TVA area than in the Nation in the past 20 years reflects another fact, 
that the region is an outstanding market for electric appliances, most of which 
are manufactured in other parts of the country. According to Electrical Mer- 
chandising, a trade magazine which annually compiles statistics on appliance 
sales, the State of Tennessee, with only 1.95 percent of the United States con- 
sumers of electricity, purchased 2.66 percent of the electric refrigerators, 3.44 
percent of the electric water heaters, and 5.53 percent of all the electric ranges 
sold in the United States in 1952. Tennessee is typical of the TVA power- 
service area aS a whole. In that area, according to conservative estimates, 
resident consumers have purchased more than $1 billion worth of electric 
appliances since the end of the war. 


[ have secured up-to-date figures on sales of appliances by States 
from the January 1954 issue of Electrical Merchandising, the trade 
paper referred to in the TVA report. These figures show that in 
1953, measured in terms of sales per thousand residential and rural 
customers, the State of Tennessee exceeded the average for the United 
States as a whole for the following electrical appliances: 

Refrigerators, ranges, water heaters, home freezers, room condi- 
tioners, automatic washers, conventional washers, ironers, vacuum 
cleaners, dish washers, radio sets, and television sets. 

The State of Washington, which also enjoys low electric rates as the 
result of a great Federal power program and leading municipal elec- 
tric systems, shows the same increased sales of electrical appliances 
as Tennessee in every instance except room conditioners. The lower 
sales of such air conditioners may be due to the climate enjoyed by 
the State. 

In contrast, the New England and Middle Atlantic States fell con- 
sistently below the United States average for practically all of these 
appliances except vacuum cleaners, radio and television sets. 

A few figures will show what these comparisons mean in terms of 
possible expansion in employment in the electrical equipment indus- 
try, where many members of the CIO find their jobs. 

For instance, if residential and rural electric customers through- 
out the country had purchased as many electric appliances per thou- 
sand as those in Tennessee, the year 1953 would have seen a market for 
about 590,000 more electric refrigerators, 970,000 more ranges, 590,000 
more electric water heaters, 70,000 more home freezing units, 1,900,000 
more room conditioners, 870,000 more washers, 100,000 more ironers, 
and 380,000 more vacuum cleaners. 

Bringing our comparisons down to the New England and Middle 
Atlantic States, which may be taken as roughly bounding the market 
area for Niagara and St. Lawrence hydroelectric energy, we find cor- 
responding results in every case except vacuum cleaners, of which 
they sold about 30,000 more than the ‘Tennessee average would have 
produced. 

Thus, if residential and rural customers in the Niagara-St. Law- 
rence region had purchased as many electric appliances per thousand 
in 1953 as the did in Tennessee, there would have been a market in that 
region alone for about 315,000 more refrigerators, 350,000 more ranges, 
212,000 more electric water heaters, 87,000 more home freezers, 622,000 
more room conditioners, 440,000 more electric washers, and 43,000 
more ironers. 

In general, these figures show that the low electric rates, which 
result from public development of hydroelectric power and its mar- 
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keting under the preference provision, may be expected to provide a 
major stimulus to the electrical appliance business in the Niagara-St. 
Lawrence region. 

As a builder of employment, the possibilities of low electric rates 
have probably only just been tapped, even in the TVA region and the 
Pacific Northwest. Federal Power Commission average residential 
consumption figures suggest that they have really not been tapped 
at all in the Northeast where the benefits of Niagara and St. Lawrence 
power will be felt if the Lehman-Roosevelt bill is approved. 

There is reason to believe that the average home can ultimately use 
as much as 10,000 kilowatt-hours a year, or nearly 10 times the average 
use in some cties of the Northeast in 1952. 

So, with the reductions in electric rates, which are long overdue, 
we foresee a rapidly expanding market for electrical appliances con- 
tributing its share to the maintenance of full employment and a con- 
tinually rising standard of living. Coupled with the stimulation to 
the expansion of modern electroprocess industries, which will result 
from supplies of low-cost industrial power, we foresee a long period 
of growing prosperity for the region, if the Congress enacts the legis- 
lation which will assure redevelopment of Niagara River hydroelectric 
resources on a basis which will serve these objectives. 

To sum up our position: (1) We are opposed to enactment of S. 
689—the Capehart-Dondero bill—which would turn over the rede- 
velopment of Niagara to private companies, because we are convinced 
that this would result in fastening high monopoly rates on the region 
and would greatly reduce the benefits to homes, dermal, and those em- 
ployed in industry which will otherwise flow from this unique hydro- 
electric power development; 

(2) We are opposed to the enactment of S. 1971 and S. 2599—the 
Ives-Becker and Case bills—because the record shows that they would 
result in licensing the Niagara undertaking to the New York State 
Power Authority without the requirement that it observe the provi- 
sions of Federal power policy assuring the people’s nonprofit public 
and cooperative detsin systems a preference in obtaining power sup- 


ply from this important public resource. The resulting sale of this 
vast public supply of electric energy to the private power companies 
at the bus-bar of the generating station would eliminate the yardstick 
effect of the project and leave private monopoly in a streng position 
to maintain high rates and restrict consumption. 

(3) We favor immediate enactment of S. 2966—the Lehman-Roose- 
velt bill—because it assures the og opportunity for low-cost in- 


dustrial power and low-retail electric rates through public develop- 
iment of Niagara by the New York State Power Authority subject 
to the requirement that, in marketing the power, it provide for trans- 
mitting the power and give preference to municipal and rural co- 
operative electric systems throughout the northeast. 

In conclusion let me emphasize that the legislation under considera- 
tion here will determine the use over many years of one of the coun- 
try’s outstanding public resources. We are dealing with an interna- 
tional boundary stream. We are dealing with a navigable water of 
the United States. We are dealing with one of the greatest scenic 
spectacles known toman. We are dealing with an undertaking where 
the best use of the resource for development of hydroelectric power 
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will affect the levels of water in a great body of mecignls water and 
the flows of water which produce a great scenic display. 

We are dealing with unique possibilities of low-cost electric energy 
which the people are entitled to develop publicly and use to support 
their undoubted right to undertake the local distribution of electricity 
on a public or cooperative basis. 

The C1O which I represent, maintains that nothing less than the 
language of S. 2966, with its statement of findings, purpose, and 
policy and its carefully formulated safeguards would be in accord 
with the great tradition of the Congress of the United States in deal- 
ing with such an important part of the wealth of the Nation. 

Senator Morse. Any questions from the Senator from Mississippi ? 

Senator Srennis. Well, I certainly was impressed with a lot of the 
fine information in this statement, Mr. Chairman. I want to point 
out to the witness one thing. There is reference here to the chemical 
industries up in the area about which he has testified. Just what 
do you mean by the chemical industries there? What does that in- 
clude? Does it include the manufacture of commercial fertilizer? 

Mr. SwisHer. Yes, yes; there are fertilizer manufacturers up there: 
There is practically every phase of the chemical industry represented 
in New York State, not as heavily concentrated as far as fertilizer 
is concerned—they are not as heavily concentrated as they are in the 
South. 

Senator Srennis. I just want to point out, there is a great deal of 
talk, Mr. Chairman, about the South trying to take New England 
industry away from them. That is not an actual description of the 
situation. 

You know, for the first time in many years the South is just getting 
« chance to manufacture some of the products it uses, and as to com- 
mercial fertilizer, for instance, we are now making it there in Mis- 
sissippi right at the point of the greatest potential market for that 
kind of fertilizer caches in the United States. It is right in that 
area, and it is now being made within a stone’s throw, so to speak, 
of where it is being used and for the first time in all these years, that 
IS SO. 

We have had to pay large freight rates, you know, to get that fer- 
tilizer. So that is an illustration of many other markets, too, being 
made there just for our use. 

Mr. Swisuer. I think your development of your abundance of low- 
cost power down here has done a great deal toward the building up 
of especially the phosphate fertilizer. 

Senator Srennis. Yes, that is true. I think it has helped a great 
deal. This anhydrous ammonia and other fertilizer is not connected 
with so-called public power at all, and it was made possible, however, 
by the discovery of gas which, as you know, is a source of cheap 
power. 

That is all I have, Mr. Chairman. Thank you for your statement. 

Senator Burke. I have no questions. 

Senator Morse. I want to express a view similar to that of the 
Senator from Mississippi in regard to the wealth of data and in- 
formation contained in this report, Mr. Swisher, which I am sure 
will be of great help to the committee when it proceeds to study the 
respective merits of these bills, and I want to thank you very much. 
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Mr. Swisuer. Let me thank the chairman for the opportunity to 
appear. 

Senator Morse. It is a pleasure to have you. 

Let the record show that at this point in the record the statements 
that were authorized this morning to be filed by other witnesses who 
felt that they might have some rebuttal material to offer to Mr. 
Swisher’s testimony or supplementary material will be printed, and 
the witnesses who have been authorized to file those statements may 
speak with the acting chairman immediately following this meeting 
if this ruling is not satisfactory. 

In the interest of getting out this report as rapidly as possible, and 
subject to the observation of the clerk of the committee, it is the tenta- 
tive ruling of the acting chairman that these supplementary statements 
must be filed with the committee at least within the next week, starting 
as of today. 

(The statement referred to previously to be furnished by Mr. 
Andrew J. McMahon is as follows :) 


STATEMENT OF ANDREW J. MCMAHON, PRESIDENT, LocaL 1-2, Utiniry WorKers 
Union OF AmeEricA, CIO, BerorE THE SENATE COMMITTEE ON PusBLic WorxKs 
HOLDING HEARINGS ON NIAGARA POWER LEGISLATION (CAPEHART-MARTIN-MILLER 
BIL, 8S. 689, Erc.) on Aprit 14, 1954. THis Brrer SUBMITTED FOR THE RECORD, 
ApriL 20, 1954 


I am Andrew J. McMahon, president of Local 1-2, Utility Workers Union of 
America, CIO, with offices at 148 West 5ist Street, New York City, N. Y., repre- 
senting approximately 27,000 members in the State of New York. Our national 
union represents 90,000 members in the United States. 

At the outset I wish to express my appreciation to this committee for permitting 
me to make this statement a part of the record in answer to both the testimony 
of Ellwood Swisher, president of the United Gas Coke and Chemical Workers 
Union, CIO, given on April 14, 1954, and the testimony of Robert Moses, chairman 
of the Power Authority of the State of New York, given on March 31, 1954. 

In his opening remarks, Mr. Swisher said that he was appearing on behalf 
of the National Congress of Industrial Organizations “as their spokesman as well 
as the spokesman for his own union.” It is important to understand that Mr. 
Swisher does not Speak for the entire CIO. This is quite clear from references 
to the record of two CIO conventions, the 12th constitutional convention of 
the CIO in 1950, and the 15th constitutional convention of the CIO in 1953. As 
a matter of fact, in all of the CIO conventions since 1950, my union, the Utility 
Workers Union of America, CIO, has made its position on public power known 
to all the delegates. 

The record of the 12th constitutional convention of the CLO in November 1950, 
at Chicago, Ill, from pages 375 to 389, contains the floor discussion of the public 
power issue. At page 386 is the following quotation which is part of the 
observations made at that convention by our late and beloved president, Philip 
Murray. 

“T have the greatest admiration and respect for Joe Fisher, and he undoubtedly 
knows that I have that same respect for Bill Pachler and for the members of 
their executive board and the members of their organization. If they have any 
disagreement with this convention about what should be done with respect to 
this matter, after the convention has acted upon it, in the exercise of their 
rights as an affiliate of this organization, they can appear before any con- 
gressional committee and say anything they want. That’s their business. No- 
body is bound or gagged in these matters. The only determination that we have 
made with respect to policies of that description was confined to the issue of 
communism, but in a matter of policy such as this we are not going to gag people, 
and nobody has ever been gagged in this organization. If we did not enjoy 
the freedom and the right to speak out about these issues, I don’t believe we 
would have an organization.” [Italic added. ] 

Similar lengthy discussions of the public power issue took place on the floor 
of the 18th constitutional convention of the CIO in Chicago, in 1951, at the 
14th constitutional convention in Atlantic City, N. J., in 1952, and at the 15th 
constitutional convention in Cleveland, Ohio, in 1953. 
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Over a period of years we have won from the CIO an understanding of and 
a respect for our position. 

At the 15th constitutional convention of the Congress of Industrial Organiza- 
tions at Cleveland on Friday, November 20, 1953, 12 pages of the printed record 
are filled with discussions of Government encroachment in the field of light 
and power before the entire CIO convention. Those included in the discussion 
were Walter Reuther, president of the CIO; Joseph Fisher, president of the 
utility workers; William J. Pachler, secretary and treasurer of the utility 
workers; and Harold Straub, vice president of the utility workers. The con- 
cluding remarks of President Walter Reuther are all revealing when he replies 
to the utility workers complaints about Government encroachment in their 
industry. Mr. Reuther said: 

“Nobody proposes nationalization of automobiles, power, steel, or any other 
basic industry, but where the utilities are unwilling, as they are unwilling in the 
Hell’s Canyon site, to mobilize the total power resources of that river valley 
and make it possible to develop our other resources in the terms of water and 
minerals, we believe the Government has an overriding responsibility. That is 
our position. The Utility Workers shouldn’t make it look as though we are 
advocating the nationalizing of power industry when we are not, but there is a 
difference between the CIO saying we are for nationalization, which we are not 
for, and the CIO saying we have no interest in the generation of public power. 
Let the private utilities do all they will do, but if there is a power deficit and 
we have not enough power to ewpand industry and give firms electricity, then 
the Government ought to step in and mobilize our power resources to fill that 
deficit. That is our program. [Italic added.] 

Mr. Swisher’s statement speaks of the growth and development of the 
chemical industry in the Buffalo-Niagara Falls area over a period of many years. 
All of us in the CIO are delighted at the growth of his union and the industry in 
which it is employed, but it is significant to notice that this industry grew in 
that area without the use of one kilowatt-hour of publicly generated power. 
The past provides a pattern for the future which Mr. Swisher seems to have 
overlooked. Actually he appears to be asking for Government subsidization of 
the great chemical industry, which has not needed it in the past. Swisher 
points to the amazing development in chemical and electrolytical industries that 
has taken place over the years in the Buffalo area. This has been truly great, 
but it must be a mirage if, according to Swisher’s statement, such progress 
can take place only when the activity is helped along by subsidies made available 
by selling power to industry at less than cost. As has been pointed out, there 
have been no public-power developments at Buffalo. 

What he has to say about the increased production of titanium since 1946 
should not be overlooked. After pointing out that this metal requires 20 kilowatt- 
hours of electricity for each pound of titanium extracted, he then notes that in 
1946 titanium production was measured in pounds; in 1947 it was measured in 
hundreds of pounds; in 1948 it was measured in tons. In 1949-50, it was 
measured by tens of tons—in 1950-51 in hundreds of tons, and from 1951-53 
in thousands of tons. This increased production of titanium, even at the 
requirement of 20 kilowatt-hours of electricity for each pound extracted, has 
been done without the benefit of Government-subsidized power at Buffalo or 
anywhere else. 

Expert testimony now in this record indicates that the total power production 
at the hydroelectric installation, by whomsoever built at Niagra Falls, will be 
but 8 billion kilowatt-hours. Mr. Swisher says that 80 billion kilowatt-hours 
of electricity will be needed for the production .of titanium alone by the year 
1975. Obviously this future need will not be supplied by the hydroelectric 
installation at Niagara Falls, but will be supplied as it has in the past by the 
further development of the industry in which the members of the Utility Workers 
Union of America, CIO, are employed—the private-enterprise light and power 
industry. 

A further point that Mr. Swisher seems to have overlooked is that while on 
the one hand he is asking for 10 times more kilowatt production than the installa- 
tion is able to produce, and on the other he is supporting the Lehman-Roosevelt 
bill, as he says, “with safeguards for the the preferential right of the people’s 
nonprofit public and rural cooperative electric systems to obtain power supply 
from this great public resource.” If there is far less than he asks for subsidiza- 
tion of his own industry, how can there be enough left over to assure, as he says, 
“lower electric rates for our homes, for our neighbors on the farms, as well as for 
industry development.” If low electric rates are the result of low wages and 
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inferior working conditions and the freedom from taxation by local, State, and 
Federal Government, then the economy of our country is not helped by low 
rates. 

At my appearance before this body on May 14, 1953, I introduced in evidence 
as an exhibit, a comparison of the wage rates paid in New York City by the 
Consolidated Edison Co. and the New York City Board of Transportation Power 
Division. It showed that the New York City Board of Transportation pays up 
to approximately 29 cents an hour less to employees, than the private enterprise 
companies in the same area. Another thought that could be added here is the 
cost of generating power in the Board of Transportation of the city of New 
York. According to a report made to the board of transportation by the J. G. 
White Corp., on the cost of generating energy for the period 1950-51, it costs 
the public body 1.437 cents per kilowatt-hour based upon a 48-hour workweek, 
while it costs the Consolidated Edison Co. 75 cents per hour based upon a 40- 
hour week. In projecting this figure to the year 1952-53, the same authority esti- 
mates that the cost to the city has risen to 1.67. 

We can agree with Mr. Swisher that the prosperity and the well-being of our 
people and the continuing progress toward an ever-increasing standard of living 
depends upon the United States having all the low-cost electric power that it 
may economically use. However, we believe that this can best be accomplished, 
as it has in the past, by private, investor-owned electric companies employing 
skilled and highly trained organized labor and paying Federal, State, and local 
taxes, being ready, able, and willing to develop such power under strict and 
proper regulation by the appropriate rate-making bodies of the Government. 

And now a few observations on the testimony of Robert Moses before this com- 
mittee on March 31, 1954, part of which appears in the stenographic transcript 
on pages 457 and 458 as follows: 

(Mr. Robert Moses, Chairman of the Power Authority of the State of New 
York, was being questioned by Senator Prescott Bush of Connecticut, a member 
of the committee. ) 

“Senator Busu. Now, so far as labor organizations are concerned, I don’t 
think the record shows one labor organization has come in here and supported 
the State authority bill, whereas all that have come in, including the New York 
State Federation, the Utility Workers’ Union, both CIO and AFL, favor the 
Miller bill. 

“Now, what is the objection to that? What is your comment about that?’ 

“Mr. Moses. I am not interested at all. J doubt whether any one of those 
unions, the members, ever voted. I know how endorsements are obtained of 
that kind, and I know how skillful these groups are in obtaining them. 

“Now, if you want to reduce this thing to that kind of a debate, all right; we 
will meet that, if that is the kind of a debate you want. I don’t think it is the wise 
thing to do. 

“Senator Busu. I submit that these people all have a right to express their 
views, and they have done so very clearly. 

“Mr. Moses. Well, I don’t think they have done so clearly at all.” 


and from pages 460 et al.: 

“Senator Busn. I sat in these hearings for weeks last year over in the House, 
and I was very much impressed with the sincerity of these people who came 
down from New York. * * * 

“You don’t want to say that all those proponents who represent labor, the 
farmers, the county supervisors, and the Members of the House of Representatives 
over here, don’t amount to anything? 

“Mr. Mosss. I don’t think it amounts to a thing in this contezt. 

“Senator Busn. They don’t express public opinion? 

“Mr. Moses. No.” [Italic added.] 

Mr. Moses, the chairman of the Power Authority of the State of New York 
makes three statements on the record which are completely at variance with 
the actual facts. First he says that he doubts whether anyone of the union 
members ever voted, and then adds that he does not think that the union member- 
ship have expressed their views clearly, and concludes with a statement that the 
voice of our union does not amount to anything on this question and does not 
express public opinion. 

Of course Mr. Moses is lately appointed to his chairmanship of the power 
authority and may therefore not know what has been going on for the last 4 
years. It is my purpose to have the record of these hearings show and thereby 
have Mr. Moses know that in the last 4 years tens of thousands of members of 
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our union alone have voted. Hundreds of thousands of unionists have been 
informed and millions of words have been spoken in union meeting halls from 
the local union level through the regional and State council level, up to and 
including not only the national conventions of the Utility Workers Union of 
America, CIO, but also at each convention of the CIO itself. 

Attached hereto is exhibit A which I want to have as part of the record. It 
shows that the communication lines have been open between the officers and 
membership of our union. We have told our membership at the 4th constitu- 
tional convention in New York in 1950; the 5th constitutional convention in 
Cleveland in 1951, and the 6th constitutional convention in Detroit, Mich., in 
1953, and we told the entire CIO at its 12th constitutional convention in Chicago, 
1950; at its 13th constitutional convention in New York in 1951; at its 14th 
constitutional convention in Atlantic City, N. J., in 1952, and its 15th constitu- 
tional convention in Cleveland, Ohio, in 1953, just what we believe on this 
question of Government operation in the field of light and power. 

We have earned from our membership almost unanimous support, and from 
the CIO we have won respect for our position. 

The resolution adopted at our convention in 1953 concludes as follows: 

“Now therefore be it resolved, That this sixth constitutional convention of the 
Utility Workers Union of America, CIO, reaffirm its historic position on public 
projects, and go on record in favor of the passage of the Capehart-Martin-Miller 
bill and the Dondero bill, which are consistent with our historic position as 
hereinabove stated and that the public interest be protected by proper charges 
heing made by the appropriate regulatory body for the use of public waters; and 

“Be it further resolved, That copies of this report and resolution stating our 
policy be forwarded to the presidents of all local unions of the Utility Workers 
Union of America, CIO, to be read at all local union meetings; and 

“Be it further resolved, That our position on the Capehart-Martin-Miller bill 
and the Dondero bill be made known to all of the Senators and Representatives 
of any and all sessions of Congress, of the Legislature of the State of New York, 
the Governor of the State of New York, other labor organizations, and the public 
at large.” 

In furtherance of this mandate, the report and resolution adopted was sent to 
the presidents of all local unions of the Utility Workers Union of America, and 
they were read at all local union meetings throughout the United States. Com- 
mittees from various regions have visited their Congressmen and were very 
active in making the voice of this union known. Personal letters were sent to 
each of the 96 Senators of the United States within the last 2 months. Testi- 
mony has been given before Government agencies at every level. How can Mr. 
Moses defend the statement that we have not expressed our views clearly or that 
we are unimportant in affecting public opinion? 

No effort will be made here to count up the exact number of the copies of the 
CIO News—Light Edition, copies of the Record, the Reader's Digest, convention 
notices and reports, letters and resolutions that have been written and distributed 
in explanation of our position. The list as set forth in schedule A exceeds 20 
million. It is doubtful that the exact number can be counted, but there can be 
no doubt that we have made our position clear to our membership, to labor 
organizations as a whole, and to the public at large. Mr. Robert Moses just did 
not know the facts when he testified before this committee on March 31, 1954. 





Year 


1950 


Apr. 28, 29, and 30- 


May...- 


May to June...-- 


November-....- 


MIG 6 antssccncssooion 


June. July-.---- 


Sept. 28, 29, and 30 


October - 


Mov. G.c...... 


ExHIsit A 


.| 4th constitutional convention of the 


Utility Workers Union of America, 
CIO, at New York. 

| ClO News—light edition mailed to 
80,000 members of the Utility Work- 
ers Union of America, CIO. 

30,000 copies of the official newspaper 

| of the Utility Workers Union of 
America, CIO, the Record, sent to 
all members of the union in New 
York State. 

Reader’s Digest; domestic circulation, 
1044 million; foreign circulation, 74 
million. More than % of a million 
reprints ordered. 

Chicago, Ill., 12th constitutional con- 
vention of the CIO representing in 
excess of 4 million members. 

30,000 copies of the official newspaper 
of the Utility Workers Union of 
America, CIO, the Record, sent to 
all members of the union in New 
York State. 


| Public Works Committee of the House 
of Representatives of the United 
States. 


| Lengthy report of above given to | 


members by same 2 newspapers 
referred to above. 
S Dc tap a ekiwidestctusben 


Cheboygan, Mich__. 


Public Works Committee of the Sen- 
ate of the United States. 


Public Works Committee of the House | 


of Representatives. 


Cleveland, Ohio, 5th constitutional | 


convention of the Utility Workers 
Union of America, CIO. 

| 30,000 copies of the official newspaper 

| of the Utility Workers Union of 
America, CIO, the Record, sent to 
all members of the union in New 
York State. 

New York City, 13th convention of 

the CIO. 


| CIO News—light edition carries re- 
port of above convention. 


Los Angeles, State of California meet- 


ing of the Utility Workers Union of 
America, CIO. 


Atlantic City, N. J., 14th constitn- 
tional convention cf the CIO. 
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Subject matter 


Officers report to the convention con- 
demning public power unanimously 
adopted. 

Contains a lengthy report on the above 
convention and the unanimous adop- 
tion of the report. 

Contains a full report of the 4th con- 
stitutional convention and its action 
against public power. 


Article by Joseph Fisher, national 
president of Utility Workers Union 
of America, CIO, entitled “Labor’s 
Case Against Public Ownership.” 

Discussion of public power question on 
the record by Utility Workers Union 
of America, CIO, delegates. 

Contains full report of the 4th consti- 
tutional convention and its action 
against public power. 


Utility Workers Union of America, 
CIO. Testimony in opposition to 
power project of St. Lawrence Sea- 
way by national secretary and treas- 
urer of the Utility Workers Union of 
America, CIO, William J. Pachler. 


Resolution against public power 
adopted by Utility Workers Union of 
America, CIO, of the State of Penn- 
sylvania. 

Meeting of the Michigan State Utility 
Workers Council, CIO, covering 23 
Utility Workers Union of America 
locals in Michigan, endorsing the 
policy of the 1950 convention of the 
national union and the testimony of 
William J. Pachler before the Public 
Works Committee of the House. 


| Testimony of William J. Pachler, 


national secretary and treasurer of 
the Utility Workers Union of Amer- 
ica, CIO, opposing public power 
development of Niagara Falls. 
Testimony of Andrew J. McMahon, 
resident, local 1-2, Utility Workers 
nion of America, CIO, o ing 
= ic power development of i. lagara 
alls. 
Do. 


Resolution unanimously adopted 
against public power after the offic- 
ers report so recommended. 

Contains full report of the 5th constitu- 
tional convention. 


Convention hears public power issues 
debated. 


Report of the above convention. 


Public versus Private Ownership 
licy sohemens guepeees by E. T. 
hedlock, national executive board 
member from California reviewing 
policy of the Utility Workers Union 
of America for prior 3-year period. 
Shedlock article above refe: to given 
to all of the delegates at the conven- 
tion. 
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Exuisit A—Continued 


Place Subject matter 


Detroit, Mich., 6th constitutional | Resolution unanimously adopted sup- 

convention of the Utility Workers | pats the Capehart-Martin-Miller 

| _ Union of America, CIO. ill. 

May 14, 15 .| Washington, D. C., before the com- | Statement of Andrew J. McMahon in 
; bined Senate and House Committee support of the Capehart-Martin- 

on Public Works. Miller bill. 

May, June, July_._.. Washington, D. C., committee visited | In support of the Gapehart-Martin- 
. | Members of the House of Repre- Miller bill, distributed copies of 
sentatives. resolution supporting it. 

Nov. 20....--------------| Cleveland, Ohio, 15th constitutional | 12 pages of the printed record of the 

| convention of the CIO. convention contain lengthy discus- 

sion on public power. 


1954 


January, February_.....| Washington, D. C., letters to each of | Announcing the Utility Workers 
the 96 Senators. Union of America’s unanimous con- 
vention approval of the Capehart- 
Martin-Miller bill. 
March............-.----| 30,000 copies of the official newspaper | Contains editori | of the price of ae 
| of the Utility Workers Union of Se cartoon of Robert Moses 
America, C10, the Record, sent to ing crowned as public power czar, 
all members of the union in the entitled ‘‘Watt Next?’ 
State of New York. 





STATEMENT OF THE POLICY OF THE UTILITY WoRKERS UNION IN REGARD TO THE 
IssuES CONNECTED WITH PuBLIC POWER AS ADOPTED AT THE SIXTH CONVENTION 
HELD IN DETROIT, MICH., ON APR. 24, 25, 26, 1953 


The challenges involved in the public power question are far reaching. Every 
time there is a new Government operation in the electric light and power field, 
union growth and development is set back. It does not make much difference 
whether the Government generation and distribution of electric energy is on a 
Federal level, a State level, a municipal level or a rural electrification level. The 
net result is always the same. Those who have to work for the Government 
agency get lower wages, work under poorer conditions, do not have the protection 
of the Bacon-Davis Act or the Walsh-Healey Act, and in most instances do not 
have the protection afforded by either unemployment insurance laws or the Social 
Security Act. Truly, the wage earners compelled to earn their livelihood under 
such conditions are indeed second class citizens. In addition to that, these 
Government operations do not pay their fair share of taxes with the result 
that the income tax burden on all wage earners is made greater. 

Our union has been mindful of these problems for a long time. In our con- 
ventions and at the CIO national convention we have evaluated the problems 
and taken firm positions. At our local union meetings we have examined 
the facts. At the regional level we have struggled to find the right path. Our 
national officers have courageously and squarely made our position known in all 
parts of the country including a number of apearances before different bodies 
of the Congress of the United States. 

Three years ago in April 1950, at the fourth constitutional convention of the 
UWUA, CIO, your officers made a report on the question of public power, and 
that fourth constitutional convention unanimously approved the officers report. 
Let us review in part the basic reasons why the convention was unanimous in its 
opposition to further extension of public power projects. We recommend the 
reading of the entire report. Here are some significant excerpts. 


On the basic philosophy level the report said: 


“One of the issues that always seems to be coming forward to bring concern 
to our members is the question of whether the light and power industry should 
be nationalized as it has been in Great Britain, or whether it should be con- 
tinued in the hands of private ownership as it is in this great country of ours 
Your officers do not pussy-foot on this issue. We advocate private ownership 
of the industry under proper and necessary regulation. 

“We look with alarm upon the efforts of socialistic minded people to nationalize 
this industry in which our members eern their livelihood. This industry pro- 

48161—54——26 
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vides the wages and working conditions that make life happier for close to 350,000 
people represented by our members and their families. Our concern is for our 
members and our American way of life.” 


On the working conditions of employees in Government agencies the report said: 


“We know from experience that our members employed by Government agen. 
cies such as the REA and by municipalities who run their own light and power 
business, work under conditions inferior to those enjoyed by our members em- 
ployed in private industry. Employees of public power such as TVA have little 
or no job security as they are not covered by contract and are not covered by 
civil-service laws. 

“Job security, promotional opportunity, and working conditions too often 
become the ‘tools’ and ‘plums’ of politicians and their friends. Wages and 
working conditions are fixed by political management while the worker is denied 
the right to use either economic or legal appeal against the Government. Goy- 
ernment competition has resulted in curtailed opportunities for our members and 
in some cases has even resulted in layoffs.” 


On the question of multiple purpose projects the report said: 


“We look with alarm upon Government power projects that seem to be unneces- 
sary and are in direct competition with light and power companies with whom 
we hold contracts. We want to see the resources of our country developed and 
used for the benefit of our Nation. We believe that the water resources properly 
belong to the Nation and that water development programs in most cases can 
only successfully be accomplished by the Government. Our union is in favor of 
these developments and urges the Government to use our resources to overcome 
floods, to aid navigation, to prevent soil erosion, to supply water for irrigation 
and other purposes and to make use of power that comes from our rivers, lakes 
and oceans. These things should be done by the Government and our resources 
put to use whenever it is feasible to do so. These worthy projects should not, 
however, be the means of destroying taxpaying utility companies, who under 
proper regulation, are furnishing adequate service. * * * 

“We believe that the Government should develop only those projects that will 
result in a definite gain in the resources of our country. No project should be 
undertaken in which it is found that the benefits derived or the money expended 
far outweighs the gains or in any other way proves undesirable for the best 
interests of our country.” 


On single purpose projects and to develop power alone the report said: 

“In the development of waterways, flood control projects and other conserva- 
tion programs it should always be remembered that the purpose is not to put the 
Government in the power business, but to conserve and utilize our natural re- 
sources. No Federal agency should construct or operate, except for national 
defense or where private industry fails or refuses to provide adequate service, 
any project the sole purpose of which is the generation of electric energy. When 
the Government goes into business in competition with taxpaying investor owned 
companies we are getting close to socialism.” 

On the size and scope of the threat of public power the report said: 

“A new figure will give an idea of how the Government keeps increasing 
its utility business in competition with private industry. Federal and municipal 
light and power systems are now serving 7,300,000 customers, or nearly one-fifth 
of the total. Up to 1980 the Government had built plants with a total installed 
capacity of 226,000 kilowatts. Federal plants now have an installed capacity 
of 13,390,000 kilowatts and construction has been authorized for another 6,842,- 
000. Thus in a few years Federal plants will have a capacity of about 20 
million kilowatts. 

“Too often our members take the attitude that these projects are far re- 
moved and will only affect a small portion of the country. They must be 
made aware of the fact that if some of the people in Government are permitted 
to continue we will soon have authorities not elected but appointed, who will 
constitute a supergovernment with control of practically all the electric power 
in the Nation. In addition to the Tennessee Valley Authority and the Columbia 
River Administration there are proposals for the following: California Au- 
thority, Southwestern Authority, Arkansas Valley Authority, Missouri Valley 
Authority, Ohio Valley Authority, and an Atlantic Seaboard Authority.” 

In November 1950, approximately 6 months after our fourth constitutional 
convention acted as above reported, an article written by our national presi- 
dent, Joseph A. Fisher, appeared in the Reader’s Digest. Our national presi- 





NIAGARA FALLS POWER DEVELCPMENT 397 


dent’s treatment of the issue entitled “Labor’s Case Against Public Ownership” 
was very well received throughout the entire United States. We are informed 
that more than 1 million reprints of his article were ordered from Reader's 
Digest in addition to the voluminous circulation that the booklet itself enjoys. 

Can a union bargain collectively with Government? Here is Joseph A. Fisher's 
answer: 

“The members of our union have learned with startling realism that the 
first victim of public ownership is the labor union and its members. When 
real collective bargaining is driven out of the picture the standards of the 
American worker which the unions have built up through so many years of 
struggle soon go into eclipse.” 

So that no one can charge that we were fighting for our employers or for 
the light and power industry, Joseph A. Fisher said in his article: 

“Now, when I say that we are for private enterprise I want it clearly under- 
stood that we know the shortcomings of the industry, including the private- 
utility industry, and that we do not condone them. We know better than any- 
one else the sins committed by some utility companies against their employees 
and the consumers they serve. We have had battles with them and after years 
of struggle have corrected many of the old evils. We will continue to insist 
that the private power companies provide adequate and efficient service to the 
consumer and the best possible working conditions for our members. In taking 
our stand against public ownership of our industry, we are moved wholly by our 
interests in this country as citizens and by our stake in this industry as 
workers.” 

Where the Federal Government builds a multiple-purpose dam, one part of 
which is the generation of hydroelectric power, here is what Mr. Fisher regards 
as the proper place of Government in such an operation: 

“This Government was not built to become a business organization, manu- 
facturing and distributing products of any kind. It moves beyond its scope 
when it undertakes to distribute electric power to the people. And it is striking 
a blow at the whole structure of our system of free enterprise when it seeks 
to limit distribution of power to publicly owned power companies. Yet it has 
been proposed that no such power can be sold to any privately owned company.” 

Should the Government go into the electric light and power business? Should 
it build steam plants to generate electricity? Should it build single-purpose 
dams merely to generate hydroelectric energy? Here is what Joseph A. Fisher 
says: 

“At what point can Government encroachment be stopped? That point is 
here and now—in the field of electric power. Private-utility management must 
cooperate with the Government in the development of our natural resources. 
Politics must be eliminated from the State and National regulatory bodies. 
Public-service commissions must maintain constant surveillance to assure ade- 
quate service at the lowest possible cost consistent with good business practices. 
That is our program. Our union calls for curtailment of Government encroach- 
ment into private enterprise and a return of the electric-power business to 
regulated, taxpaying, privately owned companies.” 

A few months after the article of Joseph A. Fisher appeared in the Reader’s 
Digest, the executive board of the UWUA, CIO, were in session in Atlantic City, 
N. J.; that was in April of 1951. At that time the St. Lawrence seaway project 
was being considered by the public works committee of the Senate of the United 
States and the public works committee of the House of Representatives. There 
was a bill before the Congress empowering the Federal Government to construct 
the St. Lawrence seaway project which included hydroelectric installations. Our 
executive board reviewed at length the issues involved in another Government 
operation in the electric power field. The board unanimously voted its oppo- 
sition to the St. Lawrence seaway project and also voted that a booklet be 
prepared by this union on the subject of public and private power, and distributed 
widely throughout the country so that this union’s position would be made known 
everywhere. By this means the positions taken by the unanimous vote of the 
membership at the fourth constitutional convention in April 1950, and the 
announced policy of the union as contained in our national president’s article 
in the Reader’s Digest in November 1950 would be further publicized and dis- 
tributed to Members of Congress, union officials, newspaper editors, and opinion 
leaders both at the university and business level. 

One month later and in May of 1951, our national secretary-treasurer, William 
J. Pachler, testified in opposition to the St. Lawrence seaway and power project 
before the Public Works Committee of the House of Representatives. In his 
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testimony Mr. Pachler summarized the position of our union as it had developed 
up to April 1950, and listed them as follows: 

“(1) Where power is generated in conjunction with worthwhile water proj- 
ects, the transmission, distribution and sale of such energy should, under proper 
regulation, be allocated to the private utility companies. Where investor-owned 
companies fail to provide for the distribution and sale of electrical energy, then 
and then only, should the Government undertake such duties. 

“(2) Approximately one-fifth of the power generated in America today is 
distributed and sold by Government agencies. We believe that further encroach- 
ment of the Government into the utility industry should be discouraged except 
in cases of national emergency. 

“(3) It is our firm belief that the best interests of all of the people of this 
Nation can best be served and secured through collective bargaining in investor- 
owned public-utility corporations. 

“(4) We shall continue to advocate that the water resources of the Nation 
shall be developed. However, we shall object to any move that will result in 
these worthy projects being used as a means of destroying taxpaying utility 
companies who, under proper regulation, are furnishing adequate service. We 
further recommend as a matter of policy that the national officers, the local 
union officers and members, use every means available to prevent further nation- 
alization of the utility industry and we further recommend, as a matter of 
policy, that we insist on fair and proper regulation of the utility industry and 
that every effort be made to compel utility managements to fulfill their obliga- 
tions to their consumers and to their employees.” 

In a 13-page statement Mr. Pachler exhaustively mentions the setbacks to 
good unionism caused by Government operation. He gave specific instances of 
union-destroying policies and tactics used at Government operations of all kinds. 
He told of the union's bitter experience with rural electrification agencies in 
Pennsylvania and Michigan, with public utility districts in Nebraska, with water 
and electric utility districts in California. He pointed out that wage earners at 
public power projects throughout the United States have poorer wages, hours, 
and working conditions than wage earners employed by private electric com- 
panies and he included the Hoover Dam, the Bonneville Dam; and stated, for 
example, that there are 30 powerplants controlled by the Bureau of Reclamation 
in the far western area, and only 1, the Coulee Dam, has a labor agreement. 
Even where these governmental agencies do go through the pretense of collective 
bargaining and reduce to writing a so-called agreement, our national secretary- 
treasurer, William J. Pachler, showed that the life of the wage earner is very 
inferior to that of a wage earner in private industry. Taking the Tennessee 
Valley Authority as an illustration, Mr. Pachler said: 

“Our labor expefiences with valley authorities has been tremendously bad. 
These authorities must adhere to the Federal or State regulations under which 
they work. First of all, let us look at the Tennessee Valley Authority setup. 
Did the members of our industry suffer as a result of going into the service of 
the TVA? They certainly did. Under employment in private utilities, one enjoys 
with few exceptions the freedom and independence of that enjoyed by all other 
working people of America who work for a private industry. Not so in the TVA. 

“Some of the TVA restrictions embrace the following: 

“Political activities are prohibited to all regular employees under TVA policy 
and under the Hatch Act. Under this rule, an employee may not attempt to 
influence the political actions of others nor take any active part in any political 
campaigns. 

“Regular employees are prohibited from working in their spare time for any 
other employer if you work for TVA. 

“TVA prohibits the union shop regardless of whether all the employees desire 
it or not. 

“TVA does not recognize seniority and promotions are based on merit and 
efficiency with very little regard for length of service. 

“TVA prohibits by law the right to strike of its employees and requires com- 
pulsory arbitration on some unsettled issues, but on other issues the decision of 
the TVA management or its authorized agent is final. 

“Now let us look at the inferior labor policies of TVA: 

“TVA gives 6 paid holidays per year. Some of our contracts give 11. 

“TVA gives permanent employees 1144 days sick leave per calendar month or 
15 days a year accumulative to a maximum sick leave of 90 days. 

“Our private industry contracts provide in some cases as much as three times 
this maximum sick leave. 
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“TVA has one master contract with a few spelled out working conditions 
signed with a number of unions. These contracts are negotiated by a small 
council committee which represents all unions involved whether the union has or 
has not a representative on such committee. Our union contracts are negotiated 
between our own union and the management of the utility companies involved. 
This means direct negotiations between the managements and our union, a 
condition that does not prevail in the TVA. 

“TVA requires a substantial contribution by its employees for its pension 
benefits. This pension plan compares with the better plans in our industry as to 
benefits received, but because most of our better plans are noncontributory, this 
makes the TVA plan quite inferior to the better plans which we enjoy with private 
ight and power companies in Cleveland, New York, Detroit, Dayton, Consumers 
Power, Ohio Edison, Boston, and others. 

“TVA wage rates for the employees in the power end of its business are below 
the rates paid for similar work in the companies with which we hold contracts. 

“The rates of pay in effect in TVA on January 7, 1951, for the titles of laborer, 
firemen, boilerroom attendant, water tender, boiler operator, titles which I have 
heen able to compare with similar job titles in our contracts with Dayton, Ohio, 
Ndison and Ohio Power, West Penn, Cleveland, Detroit, and New York, are below 
the rates paid by these private companies for similar job titles. 

“TVA does not provide medical and hospitalization services for its employees 
in case of sickness. Most of our contracts with private companies provide at 
least some medical and some hospitalization services furnished by the employer. 

“Another item that private light and power companies generally provide for 
their employees in some manner is a group life insurance policy. TVA only 
provides a death benefit provision that is part of the retirement policy to which 
the employee is making a substantial contribution and therefore by law it is 
required that at least the contributions be paid to the beneficiary if the employee 
dies before his retirement.” 

Two months later and in July 1951, there was a regional conference of the 
UWUA, CIO, in region 2 in Pennsylvania. That conference reviewed the reso- 
lution offered by Local 162, UWUA, CIO, on the question of public power, and 
adopted it unanimously. The resolution itself reviewed the prior action of our 
conventions and officers and even quoted from the testimony of our national 
secretary-treasurer, William J. Pachler, before the Public Works Committee 
of the House of Representatives. While urging that steps be taken to see to it 
that employees of Government utility operations of any kind be paid no less than 
the prevailing rate of wages in the area, and while further demanding that 
senuine collective bargaining take place between any such public agency and 
a union of its employees, the conference adopted strong language in its resolu- 
tion which said in part: 

“Resolved, That every effort be made to stop the trend for public ownership 
fof electrical utilities] in such areas before it enmeshes the entire labor move- 
ment to the extent that the American worker becomes a servant of his Govern- 
ment instead of his Government becoming a servant to him.” 

Continuing in the same direction, the Michigan State Utility Workers Council, 
CIO, met in Sheboygan, Mich., on August 5, 1951. This group represents more 
than 20 local unions of the Utility Workers, and it too adopted a resolution on 
public power, restating reaffirming the positions taken by our union as set forth 
in this report. This conference further added one significant and important 
note which had been overlooked in most of our prior considerations. It referred 
to the fact that whenever a State or local government enters the utility business, 
it gets money by issuing bonds, These bonds pay interest and are usually bought 
in large numbers by wealthy investors because of a loophole in our income-tax 
law. The Federal Government charges no income tax on the interest or divi- 
dends paid on bonds issued by State, municipal, county, city, public utility dis- 
tricts or other government power operations. This is quite an advantage to 
wealthy investors. Here is what the resolution said on this point: 

“Many State and municipal public power projects are financed by the issuance 
of bonds which are usually purchased in large numbers by wealthy investors 
because there is no Federal income tax on the interest or dividends paid on 
such bonds.” 

Is power generated by Federal Government operations cheaper power? The 
resolution adopted by the Michigan council says: 

“We know the proponents of public power use the propaganda that public 
power is cheaper power, because they do not show the hidden taxes that are 
imposed upon the public to support their program, while the projects themselves 
pay little or no taxes to Federal, State and local government.” 
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Only a few weeks later and on August 22, 1951, our national officers met the 
question head-on in the hearings before the Senate Committe on Public Works. 
There were three bills before the Senate of the United States, each one author- 
izing the building of a single purpose hydroelectric installation at Niagara 
Falls. These bills were called the Lehman-Roosevelt bill which provided that 
the Federal Government build the hydroelectric installation at Niagara, the 
Ives-Cole bill which provided that the government of the State of New York 
build the hydroelectric installation at Niagara Falls, and the Capehart-Miller 
bill which provided that five companies in private industry build the hydroelec- 
tric installation. The companies are: 

Central Hudson Gas & Electrie Corp. 
Consolidated Edison Co. of New York, Inc. 
New York State Electric & Gas Corp. 
Niagara Mohawk Power Corp. 

Rochester Gas & Electric Corp. 

Our national secretary-treasurer, William J. Pachler, testified before this 
Senate committee and in explaining the position our union enjoys in private 
industry said as follows: 

“Our union has contracts with employers in the light and power industry, to 
which the Congress of Industrial Organizations has given us jurisdiction that 
covers workers who number more than 90,000. 

“Our union points with pride to a union-shop contract with the Consolidated 
Edison Co. of New York for all eligible employees of this company numbering 
approximately 30,000 people. Other large companies with whom we hold con- 
tracts are the Detroit Edison, the Boston Edison, the Cleveland Electric Illumi- 
nating Co., the Consumers Power Co. of Michigan, the Ohio Edison, Ohio Power, 
and the Dayton Power & Light Co. of Ohio, the West Penn Power Co., the 
Southern California Edison & Gas Co., the Pacific Gas & Electric Co. and many, 
many other companies throughout these United States. It might be of interest 
to the members of this committee to know that our members service areas that 
embrace a population of better than 50 million people with either gas, electric, 
or water, and in a great many, both gas and electric.” 

On the question of multiple-purpose dams Mr. Pachler told the committee: 

“We are in favor of the Government providing flood control, full development 
of river navigation, proper development of irrigation and reclamation projects, 
and the building of power facilities as a result of those projects which are feasible 
and desirable.” 

It is to be noticed that even in multiple-purpose dams which might be as Mr. 
Pachler said “feasible and desirable,” he did not want the energy so generated 
to be distributed by Government. Here is his exact statement: 

“However, we stand opposed to the public distribution of electrical power when 
adequate facilities are available from private industry to do this distribution job 
at fair and equitable rates.” 

On that same day, August 22, 1951, this speaker (Andred J. McMahon) the 
chairman of the committee giving this report and the president of Local 1-2, 
UWUDA, CIO, testified before the same Senate Committee on Public Works in op- 
position to a Government-constructed electric project at Niagara Falls. It is 
important to note that this Niagara project will be built in New York State where 
I have the honor to be president of the largest local union in the UWUA, CIO. 
A direct quotation from my testimony will, I think, be of value at this point on 
the part that unions should take in a democratic society. I said as follows: 

“Unionism as it presently exists in the United States enjoys a position different 
from that of unionism in any other country of any other age. Trade unions in 
the United States have increased in numbers and become influential as a part of 
the development of our free-enterprise system. A genuine democracy is made 
up of political, economic, and social parts. Our objectives in the United States 
today should be to develop our economic and social democracy so that they can 
keep pace with the development of political democracy through which we have 
lived since our birth as a free people, 175 years ago. Good unionism, as the spokes- 
man for millions of wage earners, must play an important part in this develop- 
ment. 

“No one has been more militant in striving for the development of strong union- 
ism than I and my fellow officers of the Utility Workers Union of America, CIO. 
For many years we have given our every effort to develop good unionism as a 
social need in our democratic way of life. We know that the hundreds of thou- 
sands of earners in the electric light and power industry need an informed ag- 
gressive union leadership to speak for them and work for them so that they 
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might obtain the best possible wages, hours, and working conditions. In a word, 
the social institution of good unionism was and today more than ever is necessary 
to obtain for our wage earners a better economic way of life in return for the 
continuance of our record of uninterrupted service to the communities which we 
serve throughout the United States.” 

Less than a month later and on September 19, 1951, the speaker (Andrew J, 
McMahon) again testified before the Congress of the United States. On this 
occasion it was before the Public Works Committee of the House of Representa- 
tives which was also considering the question of who should build the hydro- 
electric installation at Niagara Falls. 

Permit me once again to quote a small part of my testimony on that day: 

“In testifying before the Senate committee (August 22, 1951), at that time I 
referred to the three bills before the Congress of the United States which closely 
affect the social and economic welfare of the members of the Utility Workers 
Union of America, CIO. Each of these three bills concerns, in their most im- 
portant part, the building of a hydroelectric installation at Niagara Falls in the 
State of New York. They were the Lehman-Roosevelt bill, introduced in 
January of 1951; the Ives-Cole bill, introduced in August of 1951, and the Cape- 
hart-Miller bill, introduced in March of 1951. 

“I am testifying before this committee today on substantially the same general 
issue. As spokesman for my local union at the Senate hearings, I went on 
record against Government building of hydroelectric installation at Niagara 
Falls and in favor of private enterprise doing the work, subject to proper and 
necessary Government regulation and control. Each of these three measures 
provides for development of Niagara Falls, with particular emphasis on the 
construction and operation of a hydroelectric installation. The Lehman-Roose- 
velt bill would *have the Federal Government do the construction and then 
hopes to turn the operation over to the power authority of the State of New 
York under certain terms and conditions which did not seem either attractive 
or workable according to the testimony of the witness from the New York 
Power Authority in the hearing before the Senate committee. The Ives-Cole 
bill proposes that the Federal Government do the construction more or less 
under the direction of the New York State Power Authority, which would then 
operate the installation under terms and conditions which did not appear either 
attractive or workable to the Federal Government agency witnesses who appeared 
before the Senate committee. The Capehart-Miller bill proposes that private 
enterprise do the construction and operate the installation in the same manner 
in which utility companies are operated at the present time in the State of 
York, that is, subject to Government regulation, control, and, according to 
industry spokesmen before the Senate committee, Government recapture if 
the project does not prove to be working in the public interest; and also stated : 

“It is important in our present considerations to note that the proposed Niagara 
redevelopment is really a single-purpose project, that is the building of a 
hydroelectric installations, and not a multiple-purpose project providing for 
flood control, navigation, irrigation, or reclamation, or anything else. The 
scenic development and improvement of Niagara contemplated by the measures 
is relatively a very small part of the subject matter in any bill. Because it is 
a single-purpose project which can be done by private enterprise under proper 
regulation and control, we favor the Capehart-Miller bill which proposes the 
continuance of our system of private enterprise ; and also stated : 

“In the considerations before us today we must take cognizance of the fact 
that the Capehart-Miller bill in the House of Representatives as H. R. 3146, 
represents for the first time the machinery by which private enterprise can 
undertake the development of a project such as the building of a hydroelectric 
installation at Niagara Falls. Under this bill full and unlimited collective 
bargaining for free labor unions is an automatic feature, since the installation 
would be built and operated by private utility companies with whom we hold 
genuine collective bargaining agreements throughout the United States. Under 
this system of private operation there is no questioning the fact that the Gov- 
ernment would collect its proper share of taxes, and, above all, the public inter- 
est would be amply protected by the regulation of rates and other operational 
services by the Public Service Commission. It is our concept of democracy 
in its highest stages of development that the Government should only be called 
upon to do those necessary and important things which the citizenry, either 
individually or collectively, cannot do for themselves. We were and are 
opposed to the Goyernment building transmission lines to distribute electric 





402 NIAGARA FALLS POWER DEVELOPMENT 


power when adequate facilities under proper regulation are available from 
private industry. It is logical to have this same principle cover the building 
of a hydroelectric installation at Niagara Falls. If private enterprise can 
do the job at fair and equitable costs and prices, unions should support that 
effort.” 

Only a few days after my appearance before the Public Works Committee 
of the House of Representatives, and on September 28, 29, and 30, 1951, the 
fifth constitutional convention of the UWUA, CIO, took place. In approving 
the work done by our union on the problems presented by public power, this 
convention unanimously adopted a resolution which reads in part as follows: 

“Now, therefore, be it 

“Resolved, That this convention of the Utility Workers Union of America, 
C1O, go on record as being opposed to any further Government encroachment 
into the electric utility system; and be it further 

“Resolved, That the national officers, local officers, and members use all means 
available to prevent further nationalization of the utility industry.” 

Permit me to direct your attention to the italicized words in the above resolu- 
tion, because the mandate contained therein is directed at everyone within 
the hearing of my voice and at every officer and member of our local unions 
and national body throughout the entire United States. So important had this 
issue of public power become that at that same fifth constitutional convention 
in Cleveland, our national president, Joseph A. Fisher, made a lengthy speech 
which is part of the record of the convention and very ably, thoroughly, and 
exhaustively reviewed all of the subject matter referred to in this report. 

It can thus be seen that our union, by its officers and members, has been alert 
on the issue of public power over a long period of time. The conciusions reached 
have been carefully examined and tested by every labor standard. At the present 
time it is necessary for us to take further affirmative action. There are bills 
before the Congress of the United States entitled Capehart-Miller-Martin bill, 
S. 689, H. R. 2289, and the Dondero bill H. R. 4351, providing fer the building 
of a single-purpose hydroelectric installation by five electric light and power com 
panies in the State of New York. As this report shows, there were efforts to 
have this installation built by the Federal Government and by the Power 
Authority of the Government of the State of New York. Significant indeed is 
the sentence from the officers report to the 1950 convention quoted above and 
here repeated : 

“No Federal agency should construct or operate, except for national defense 
or where private industry fails or refuses to provide adequate service, any 
project the sole purpose of which is the generation of electric energy.” 

In the light of-all the facts, this committee proposes the following resolutions 
and recommends its adoption: 


RESOLUTION ON PUBLIC POWER ADOPTED AT UWUA Detroit CONVENTION, 
APRIL 25, 1953 


Whereas the policy of the Utility Workers Union of America, CIO, on the 
question of public power versus private power, has been definitely stated over 
the period of the last 3 years; and 

Whereas it is the purpose of the Utility Workers Union of America, CIO, to 
organize the employees of every light and power company in the United States, 
in accordance with the jurisdiction granted to us by the Congress of Industrial 
Organizations ; and 

Whereas the Utility Workers Union of America, CIO, has in the past and will 
continue in the future to insist that the private utility companies under fair and 
proper regulations be compelled to fulfill their obligations to provide adequate 
and efficient service to the consumer at the lowest possible rates in harmony 
with the best possible wages, hours, and working conditions for our members; 
and 

Whereas the national officers and local union officers of the Utility Workers 
Union of America, CIO, have made public pronouncements against further Gov- 
ernment encroachment into the light and power business either on the national, 
State, or local level; and 

Whereas the record of the conventions of 1950, 1951, and of the Utility 
Workers Union of America, CIO, contain full exposition of the reasons why this 
union is opposed to further encroachment by Government in the field of light 
and power ; and 
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Whereas numerous local unions and regional councils of the Utility Workers 
Union of America, CIO, have also gone on record against Government operation 
of all kinds in the field of light and power ; and 

Whereas this problem is being considered by the Congress of the United States 
with regard to the proposed building of a single-purpose hydroelectric installa- 
tion at Niagara Falls for the sole purpose of developing more power from 
Niagara; and 

Whereas the position of the Utility Workers Union of America, CIO, was 
further made known to the committees of the Senate of the United States and 
also to the committees of the House of Representatives in testimony before those 
bodies in 1951, 1952; and 

Whereas the officers’ report to the 1950 convention of the Utility Workers 
Union of America, CIO, which was unanimously adopted, contains this union’s 
position on the broad problem of public power, and specifically contains the 
following words: 

“No Federal agency should construct or operate, except for national defense 
or where private industry fails or refuses to provide adequate service, any 
project the sole purpose of which is the generation of electric energy.” 

Whereas there are bills before the Congress of the United States entitled 
Capehart-Martin-Miller bill 8. 689, H. R. 2289, and Dondero bill H. R. 4351, 
providing that such installation be erected by five electric light and power com- 
panies in the State of New York, where the Utility Workers Union of America, 
CIO, represents the great majority of the organized workers in the companies 
involved: Now, therefore, be it 

Resolwed, That this sixth constitutional convention of the Utility Workers 
Union of America, CIO, reaffirm its historic position on public projects, and go 
on record in favor of the passage of the Capehart-Martin-Miller bill and the 
Dondero bill, which are consistent with our historic position as hereinabove 
stated and that the public interest be protected by proper charges being made by 
the appropriate regulatory body for the use of public waters; and be it further 

Resolwed, That copies of this report and resolution stating our policy be for- 
warded to the presidents of all local unions of the Utility Workers Union of 
America, CIO, to be read at all local union meetings; and be it further 

Resolved, That our position on the Capehart-Martin-Miller bill and the Don- 
dero bill be made known to all the Senators and Representatives of any and all 
sessions of Congress, of the Legislature of the State of New York, the Governor 
of the State of New York, other labor organizations, and the public at large. 


Senator Morse. The next witness will be Mr. Ralphe G. Dickinson, 
president of the Municipal Electric Utilities Association, Akron, N. Y. 

Senator Stennis. Mr. Chairman, I am compelled to leave now. I 
hope to get back within a few minutes. I am very sorry I have to 
leave. 

Senator Morse. That is all right. I want to thank the Senator from 
Mississippi for helping us this morning. 


STATEMENT OF RALPHE G. DICKINSON, PRESIDENT, MUNICIPAL 
ELECTRIC UTILITIES ASSOCIATION OF NEW YORK STATE, 
ACCOMPANIED BY PAUL TAYLOR, COUNSEL 


Mr. Dicxrnson. I am accompanied by Mr. Paul Taylor, counsel 
for the New York State Municipal Electric Utilities Association, and 
I trust that you will permit him to assist me in presenting this testi- 
mony this morning. 

Senator Morse. The Chair rules Mr. Taylor can associate himself 
with the witness and make centributions to the record. 

Mr. Dickrnson. My name is Ralphe G. Dickinson. I am village 
clerk and treasurer of the village of Akron, N. Y., and president of 
the Municipal Electric Utilities Association of New York State, repre- 
senting 44 of the 47 cities and villages that own and operate electric 
utilities in the Empire State. 
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I am also chairman of the Northeast Electric Consumers Conference 
whose secretary, Mr. Gordon Loveless, I understand, will be given an 
opportunity to testify before this committee. 

I am accompanied today by Mr. Paul Taylor, counsel for the New 
York State Municipal Electric Utilities Association. 

Mr. Chairman and members of the committee, my appearance here 
today, and I humbly express my appreciation for this privilege, is 
not for the purpose of taking issue with the testimony of previous wit- 
nesses, but to let it be known that the people I represent are opposed 
to the giveaway of the Miller-Capehart bill. We feel that it is not 
in the best interests of the peuple of New York State. However, you 
will perhaps note a discrepancy between my testimony and that of 
Congressman William Miller of March 16, 1954, as to the number of 
our municipally owned plants. I trust that Congressman Miller has 
given you a list of the roughly not more than 8 or 9 municipally owned 
projects in the State. Loffer for the record a list of the 47 municipally 
owned plants in the New York State, and they are attached to this 
statement. 

Senator Morse. The list wil] be printed at this point in the record. 

(The document entitled “Municipal Electric Utilities in the State 
of New York as of April 14, 1954” is as follows:) 


MUNICIPAL ELecTric UTILITIES IN THE STATE oF NEw YORK AS OF APrIr 14, 1954 


Akron Frankfort Lake Placid Silver Springs 
Andover Freeport Little Valley Skaneateles 
Arcade Gouverneur Marathon Solvay 

Bath Greene Mayville Spencerport 
Bergen Green Island Mohawk Springville 
Boonville Greenport Penn Yan Theresa 
Brocton Groton Philadelphia Tupper Lake 
Castile Hamilton Plattsburg Watertown 
Churchville Herkimer Rockville Centre Watkins Glen 
Dunkirk Holley Rouses Point Wellsville 
Endicott Ilion Salamanca Westfield 
Fairport Jamestown Sherbourne 


Mr. Dicxrnson. I also offer for the record a copy of the resolution 
adopted September 12, 1953, by the Municipal Electric Utilities Asso- 
ciation of New York State at their annual convention at White- 
face, N. Y. 


Niagara redevelopment. 

Whereas the wholesale power costs of the municipally owned electric utilities 
in New York State are among the highest in the Nation; and 

Whereas the municipal electric utilities of New York State are in urgent 
need of a source of low-cost power ; and 

Whereas approximately 1,250,000 kilowatts of capacity are available through 
redevelopment of the excellent power potential of Niagara Falls; and 

Whereas Niagara Falls is a public resource which should be developed for 
the benefit of all the people of New York State and surrounding area rather 
than for exploitation by a few privately owned electric companies for their 
own benefit ; and 

Whereas the redevelopment of this public resource should be undertaken by 
a publie agency with preference being accorded municipalities and rural co-ops 
in the marketing of power from this project, so that maximum benefits from this 
project can be enjoyed by the electric consumers ; and 

Whereas the House of Representatives, during its last session, adopted a bill 
providing for private redevelopment of Niagara Falls; and 

Whereas such legislation violates all concepts of hydroelectric power develop- 
ment followed for the past half century, and is contrary to New York State law, 
the Republican and Democratic platforms for many years, the policy of the 
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New York State Legislature and administration, and the efforts of all New York 
Governors for more than 3\\) years: Now, therefore, be it 

Resolved That the MEUA declares its unalterable opposition to private rede- 
velopment of Niagara Falls as not in the best interests of the people of New 
York State or the Nation, and registers its condemnation of the methods which 
have been used in an effort to deceive the American people as to the facts about 
this vital issue; and be it further 

Resolved That this association supports such legislation as would bring about 
public redevelopment of Niagara Falls, with preference to public bodies and rural 
electric co-ops in power marketing; and be it further 

Resolved That this association take whatever step is deemed necessary and 
desirable to effectuate public redevelopment of Niagara Falls, and hereby urges 
ts constituent members to take like action, where deemed appropriate, on a local 
level. 

We are not Socialists, creeping or otherwise. It becomes more and 
more evident that socialism is a label you put on anything you want 
tooppose. We are all Americans, as consumers and citizens—laborers, 
farmers, housewives, manufacturers, and merchants—with a funda- 
mental interest in the production, distribution, and utilization of the 
power resources of the Nation. Abundance of low-cost electrical 
energy or its scarcity and consequent high costs affects the standards 
of living of all and the productivity and strength of our Nation itself. 
It is so vital to all citizens, to a full production economy and the na- 
tional welfare that the assurance and provision of an abundant supply 
it lowest possible cost is a public responsibility. 

The New York State Municipal Electric Utilities Association 
wholeheartedly supports free, competitive enterprise. We, therefore, 
endorse public and cooperative power development where desired by 
the people as absolutely essential to inject the competitive aspect into a 
basically monopolistic industry so that all electric consumers can 
receive the benefits of low rates not only from the public and coopera- 
tive systems but also from private utilities. The 44 members of this 
association have misiiniiaenas plants and distributing systems 
that have been in operation since the beginning of lighting by elec- 
tricity. Many of these cities and villages went into electric lighting 
when private capital was afraid of any such risky venture. 

The New York State municipals are unalterably opposed to the 
Miller-Capehart bill. We do not like monopoly, whether it is private 
monopoly or Government monopoly. There is room in this Nation 
for the development of private and public power and there is no 
reason why they cannot work side by side and give greater service 
to a greater number of people. Public power has been a benefit to the 
people and will continue to be a benefit. Approval of the Miller- 
Capehart bill could well mark the end of all public ownership of 
electric utilities in the Northeast. 

Much ado has been made of the Jamestown decision and opinion 
rendered by the New York State Public Service Commission in 
December 1952. This opinion, which played into the hands of the 
private propagandists, has since been repudiated from one end of the 
State to the other. For years the Jamestown plant had efficiently 
served its people at the lowest cost in the State of New York, without 
benefit of opinions from the same State agency, the New York State 
Public Service Commission, leveled against the private power com- 
panies. All the benefits which had pr reviously flowed to the James- 
town rate payer through the municipal o eration were not to be con- 
sidered in this new look at public mealies, The prime motive ap 
pears to have been defamation of all public power. 
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I hesitate to take issue with Congressman Miller, from my neighbor- 
ing community in upstate New York, but I feel that you are interested 
in both sides of the Jamestown story. I wonder if Congressman 
Miller realizes that the householder in his own home town, the city of 
Lockport, N. Y., pays more for electricity than do the “public power 
victims” of the city of Jamestown, despite that much publicized and 
censured rate increase granted the latter. For example, a user of 100 
kilowatt hours in the city of Jamestown pays $3.18, while a Lockport 
user pays $3.27; for 250 kilowatt hours the Jamestown consumer pays 
$5.43, while the Lockport consumer pays $6.27; and for 500 kilowatt 
hours the Jamestown public power plant charges $9.18, compared to 
$11.27 charged by the private company in Lockport. 

In the comparison of rates for industrial users, the Niagara Mohawk 
rate has been declared more favorable than the Jamestown rate. 
However, one important factor has not been taken into consideration. 
The Jamestown municipal plant furnishes all transformers required 
to serve its industrial customers, whereas the Niagara Mohawk Co. 
requires its customers to purchase their own transformers. It is there- 
fore difficult to compare rates for this class of usage. 

The Jamestown municipal utility also has a lower coal surcharge. 
It is .03 of a mill per kilowatt-hour for each 5-cent increase above or 
decrease below $7 per net ton, 200 pounds, in average delivered cost 
of coal at the generating station. Niagara Mohawk coal surcharge 
is considerably higher. ‘The coal surcharge on the power bill of the 
municipal plants in western New York, including my own munici- 
pality, is better than 1 mill per kilowatt-hour. 

The pressure which has been brought to bear in this public versus 
ee power battle is tremendous. Every conceivable medium has 

en exploited by the private power companies in their attempt to 
influence favorable action on the Miller-Capehart bill. 

I concur with Mr. Robert Moses when he states that he is unim- 
pressed by the barrage of resolutions, letters, and other expressions 
of support in behalf of the private development of Niagara. The 
prises utilities are waging a full-scale battle with seemingly un- 
imited propaganda. 

They have aligned other big business interests with them. For 
example, the General Electric Co. has taken a public stand for the 

rivate interests. This same company has been doing business with 
baeipreli of public power plants throughout the country. They evi- 
dently have been put on the spot by their big business friends. I 
quote from a letter I have just received from a General Electric sales 
representative : 

The stand we have taken against State or Federal development of power 
resources should not be construed as being antagonistic to municipal power opera- 
tions. In the case of any municipality it is the decision of the majority of people 
in that municipality to exercise their inalienable right in providing the re- 
quired utilities of the cothmunity. 

The Municipal Electric Utilities Association of New York State 
respectfully urge that the Miller-Capehart bill be rejected. We feel 
that the proposal to give away this precious public resource, under 
pressure from the private power lobby is insupportable and would be a 
violation of the rights of all the people of the United States. 

Not only should the development of this resource be a public one, 
under public auspices, but it should be accompanied by specific safe- 
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guards, including the usual preference clause. The preference clause 
is not only designed to assure the availability of power to public 
bodies and to nonprofit groups such as rural co-ops; it is also designed 
to assure the distribution of the benefits of this project among all the 
consumers by providing a rate yardstick. Such a yardstick insures 
properly competitive rates, discourages monopolistic rate fixing, and 
results in lower rates and wider use of electric power. 

Proponents of the private power bill have continually claimed that 
ample protection for the consumers of electricity is provided by the 
regulatory power of the State of New York. This is not the case in- 
sofar as the cost to the municipal electric utilities of New York State 
is concerned. We are at the mercy of the private companies. Our 
contracts are delivered to us for consideration and signature. If we 
feel they are unsatisfactory, we have no recourse, no alternative source 
of supply, but must generate our own needs. The regulatory powers 
of the State of New York do not intercede in our behalf as they do 
for the customers we serve. 

In conclusion, we therefore urge the enactment of the Lehman- 
Roosevelt bill as the only bill providing the necessary safeguards to 
the municipally owned electric utilities, in conformance with policies 
which have been followed by the Congress since 1906. Or, we would 
also support the Case bill if it were amended to provide similar pref- 
erence provisions in behalf of the municipally owned electric utilities 
and rural electric cooperatives. 

Senator Morse. Has the Senator from Ohio any questions ? 

Senator Burke. No, sir. 

Senator Morsr. Mr. Dickinson, I want to thank you very much for 
this very forthright statement. I wonder if Mr. Taylor has anything 
he would like to add. 

Mr. Taytor. Nothing in particular unless you have some questions. 
It perhaps isn’t generally understood that in the State of New York 
our public service commission does not regulate the rate of charge for 
power sold by private power companies to the municipal distribution 
systems. Some of the municipalities generate and distribute—some 
distribute; some do both, and there is no regulation to that sale of 
power from the private utility company to the municipality. 

Senator Morse. Does the public utility or the public service com- 
mission, rather, only regulate as between the utility and the consumer? 

Mr. Taytor. The consumer. It has indirect pressure on it from its 
accounting and sale of securities and other regulatory powers, but it 
has no direct regulation, and I have been associated with the work 
since about 1934, and I can’t recollect any time that they ever took any 
hand in it. 

Senator Morsr. Let me take a hypothetical case, to make certain I 
understand it. We have private utility “X.” It wholesales power to 
a public municipal plant “Y.” It raises its rates to “Y.” “Y” ap- 
peals to the State regulatory body. The State regulatory body would 
not have jurisdiction to pass judgment on whether or not utility “X” 
is charging “Y” an exorbitant wholesale price, motivated possibly 
with the intention of squeezing “Y” out of business. 

Mr. Taytor. No, no jurisdiction, and there is a great variety in the 
prices charged to different municipalities. There are 3 or 4 systems 
which sell to different municipalities, and within a single system 
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there is a great variety of prices to the municipalities, depending on 
relation of the people in the municipality as to public ownership at 
the particular moment. 

Senator Burke. You list your municipal systems in the State of 
New York here. How many of them generate their own power? 

Mr. Tayxor. I don’t have that exhibit—three, Theresa, Jamestown, 
and Plattsburg partially. Theresa has a hydroelectric plant, and I 
think that is all that now generate—Wellsville partially, Springville 
partially. Springville has a hydro plant. It is very small. 

Senator Burke. I suppose then that was what Congressman Miller 
meant when he testified there are only eight or nine municipally 
owned projects in the State. I suppose he was excluding your dis- 
tribution systems that don’t generate. 

Mr. Taytor. I really don’t know about that, but you would have 
to go around, as I have, over a period of years to look at them to 
see because the reports wouldn’t indicate too much on that score. 
You would have to go around and look at them to see. 

For instance, Theresa, the plant is a dam and race and a water- 
wheel and a rocking chair. One man sits there and watches it. 

Senator Morse. Any further questions? 

Senator Burke. No, sir. 

Senator Morse. I w ‘ant to thank you gentlemen very much. 

There being no other witnesses scheduled today, the hearing will 
recess subject to the call of the chairman. 

(Whereupon, at 12 o’clock noon, the hearing was recessed, subject 
to the call of the chairman.) 


(Additional statements received are as follows :) 


West Sipe ASSOCIATION OF COMMERCE, 
IN THE City oF NEw YORK, INC., 


New York, N. Y., March 22, 1934. 
Hon. Epwarp MARTIN, 


Chairman, United States Senate Public Works Committee, 
Senate Office Building, Washington, D. 0. 

Dear SENATOR MARTIN: Recently you received an open letter dated, March 4, 
1954, which carried the names of 52 representative chambers of commerce 
and trade associations, in New York State. This letter advocated the approval 
by your committee of the Capehart-Miller-Martin-Dondero bill (H. R. 4351) 
which would enable private industry to carry out the expanded development of 
Niagra Falls power. 

On March 17, the Honorable Robert Moses, chairman of the New York State 
Power Authority, charged in an open letter addressed to your committee that 
this letter was being circulated “by or at the instance of the five utility com- 
panies and their allies.” He further charged that these letters are “in blank” 
and are being addressed to chambers of commerce in this State—thus giving 
the impression that the senders were trying to conceal their identity. We be- 
lieve that it is our responsibility to inform you as chairman of the Senate com- 
mittee that Commissioner Moses’ statements and interferences are absolutely 
untrue. 

The idea of the open letter was originated by the writer and the greatest 
eare was taken to make sure that the power companies were not even aware of 
its inception until it had been approved and brought to the attention of the 
board of directors of this association. Subsequently a committee, consisting 
of the executive officers of the Buffalo, Rochester, and Schenectady chambers 
and the writer, was formed and various chambers and trade bodies were can- 
vassed to learn their attitude. After having been assured in writing by more 
than 25 chambers that they approved the idea in principle, the committee com- 
posed and circulated the proposed open letter. 

Instead of being circulated “in blank” as Mr. Moses states, it was accompanied 
in each instance by a covering communication on the letterhead of this associa- 
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tion which had been designated by the committee to bring the proposal to the 
attention of the various chambers and trade organizations. 

The resultant open letter to your committee was the honest viewpoint of 52 
important civic and trade groups in all sections of the State, and was not initi- 
ated, planned, inspired, or even thought of by any of the five utility companies 
“and their allies,” as charged by Mr. Moses. We have had enough “Government 
in industry” in recent years and we believe the results of this governmental 
operation constitutes sufficient justification for your committee to approve and 
the Senate to adopt the Capehart-Miller bill permitting the continued develop- 
ment of Niagara Falls power by private enterprise. 

Respectfully yours, 
JaMEs W. DANABY, 
Vice President, West Side Association of Commerce, Inc. 


New YorxK STATE FEDERATION OF LABOR, 


April 14, 1954. 
Hon. EpwARD MARTIN, 


Chairman, Public Works Committee, 
Senate Office Building, Washington, D.C. 


Dear SENATOR MARTIN: Herewith I convey to you the position of the New 
York State Federation of Labor in endorsement of your bill as well as the Cape- 
hart bill authorizing the development by private enterprise of the construction 
and operation of the power project at Niagara Falls, 

Respectfully yours, 
H. C. Hanover, Secretary-Treasurer. 


During the hearings held in the first session of this 83d Congress, the New 
York State Federation of Labor recorded its unqualified support of the con- 
struction and operation of the additional power project on the Niagara River 
by private enterprise. We are firmly opposed to a development by Government, 
whether Federal or State. We reiterate here our wholehearted endorsement of 
the Capehart-Martin-Miller-Dondero bill which will authorize the development by 
private enterprise. At the same time we reiterate most strenuously our objec- 
tions to Governor Dewey’s plan for State development. We believe his proposal 
to be detrimental not only to the best interests of labor, but to the prosperity and 
welfare of all citizens. 

No one can fairly deny that it is the private enterprise system which has given 
to America its preeminent position among the nations of the earth. Adherence 
to that system requires that Government confine itself to the job of running 
American industry. The State can do nothing at Niagara which its citizens 
cannot do for themselves. Unlike all other public hydroelectric developments 
elsewhere in the country, the Niagara development involves no traditional gov- 
ernmental function such as reclamation, irrigation, flood control, or the improve- 
ment of navigation. The project is purely and simply an electric power project. 
Private enterprise has been generating electric power at Niagara for 60 years, 
and the new project involves only the construction of additional facilities to 
utilize the additional water made available by the 1950 treaty with Canada. In 
view of these undisputed facts, there is no justification whatever for subsidies 
by Federal, State, or local taxpayers, under the guise of “cheap power.” There- 
fore, Governor Dewey's proposal would constitute the most serious encroachment 
upon private enterprise yet made by government. 

For these and many other reasons, Governor Dewey’s proposal also constitutes 
a most serious threat to the welfare and prosperity of organized labor in the 
electric power field. The objectives which organized labor strives for may be 
summarized as the best working conditions and highest wages reasonably obtain- 
able. Our experience has caused us to abandon all hope of ever achieving either 
objective in Government-owned power projects. Indeed, under public ownership 
we have even been required to forego true collective bargaining. In dealing with 
bureaucrats and civil-service employees, we must struggle bitterly for fair condi- 
tions of employment and the decent employee relationships which we enjoy in our 
dealings with investor-owned electric companies. Under private ownership we 
receive higher wages and enjoy superior working conditions, seniority rights, paid 
holidays, vacations, and other benefits. 

Without qualification, we can attest to the fact that in New York the privately 
owned electric companies have done their job exceedingly well. Our own views 
in this respect have been confirmed by the hundreds of civic, farm, and other 





410 NIAGARA FALLS POWER DEVELOPMENT 


labor organizations in New York who have urged enactment of the private 
enterprise bill. Their views are also shared by the boards of county supervisors 
throughout the State, the “grassroots” representatives of the people. Finally, 
32 of the 41 Congressmen from New York joined in the overwhelming approval 
given to the private enterprise bill on July 9, 1953, by the House of Repre- 
sentatives. 

It is the earnest hope of organized labor that the Senate Public Works Com- 
mittee will quickly report out the Capehart-Martin bill so that the important 
public policy involved may be passed upon by the entire Senate. In such event 
we are confident that the Senate will give the bill the same overwhelming ap- 
proval as did the House of Representatives. 

Respectfully yours, 
New York State FEDERATION or LABOR, 
THomas A. Murray, President. 
Harotp C. Hanover, Secretary-Treasurer. 


CoLumBus, OH10, March 4, 1954. 
Hon. Epwarp Martin, 
Chairman Senate Public Works Committee, 
Senate Office Building, Washington, D. C.: 


We are informed that your committee will hold limited hearings on March 
8 and 9 on H. R. 4351, authorizing private utility companies to develop power 
resources on Niagara River. This measure, which we previously supported 
during its consideration in the House of Representatives, commends itself to 
us as a further step toward removal of Government from a position of competi- 
tion with private industry. We hope your committee will approve House bill 
features providing for private taxpaying development as preferable to State or 
Federal expenditures. We therefore respectfully request that this statement of 
support in behalf of Ohio business viewpoint be made a part of the committee 
record of the hearings on this important legislation. 

C. I. WEAVER, 
President, Ohio Chamber of Commerce. 


THE WESTERN SAVINGS BANK OF BUFFALO, 
Buffalo 2, N. Y., March 4, 1954. 
Hon. Epwarp MArrtTIN, 
Chairman Senate Public Works Committee, 
United States Senate, Washington, D. C. 


Dear Mr. Martin: As a resident of the Niagara frontier, and familiar with 
the wonderful development of business in this area for many years, particularly 
the good work done in electrical development by the Niagara Mohawk Power 
Corp., and its predecessors, I am heartily in favor of the Capehart-Martin bill, 
S. 689, now before your committee. 

In my opinion, the wonderful development of industry in this area has been 
largely promoted by the excellent electric service which has been provided here 
by the private companies developing electrical energy at Niagara Falls. 

Will you please make this letter a part of the hearing record. 

Very truly yours, 
CHARLES DIEROLD, Jr., 
Chairman of the Board of Trustees. 


Burrato, N. Y., March 5, 1954. 
Hon. Prescorr Bus#, 
Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 


Dear Sire: I would like to respectfully urge you to vote for a favorable report 
on the Capehart-Miller bill, S. 689. Power development has always been a field 
for private enterprise in this area, where there is no possible tie-in with naviga- 
tion, irrigation, or flood control. 

It seems to me that the technical experience of private industry, together with 
the taxes that they would pay, would lead to a better program for the country 
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at large. Certainly, the public interest would be amply protected by the eco- 
nomic regulations now imposed by the Public Service Commission of New York 
State. 
May I also ask that this letter be made part of the hearing record. 
Yours respectfully, 


W. R. Hears. 


NIAGARA FALLS CHAMBER OF COMMERCE, 
Niagara Falls, N. Y., March 6, 1954. 
Hon. EDWARD MARTIN, 
Chairman Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 


Dear SENATOR Martin: Enclosed is a copy of a resolution which has been 
addressed to your Committee on Public Works and which we hope will have 
their careful consideration during the coming hearings on the subject of the 
development of hydropower at Niagara Falls. 

We wish at this time to express our appreciation of your personal position 
on this subject. 

Sincerely yours, 
Martin J. Travers, President. 


RESOLUTIONS ADOPTED BY THE BOARD OF DIRECTORS OF THE CHAMBER OF COMMERCE 
OF THE CrTy OF NIAGARA FALLS, N. Y., IN OppostT1on TO 8. 1971, 8383p ConerREss, 
ist SESSION AND IN Support or 8. 689, 8838p Coneress, Ist SESSION 


Whereas the diversion of additional waters from the Niagara River for power 
purposes was authorized by treaty between the United States and Canada rati- 
fied on the 9th day of August 1950 and bills have been introduced and now are 
pending in the Senate of the United States which, if enacted, would require that 
such waters be developed by a public agency and preclude development or use 
of such waters by private enterprise. 

Niagara Falls is the cradle of the hydroelectric power industry. Here, more 
than 50 years ago, a private company hazarded large sums in support of a theory 
and gave to the world an example of the benefits that flow from private enter- 
prise. The remarkable economic growth of this area has been due in large part 
to the attraction to this city of electrochemical and electrometallurgical indus- 
tries by reason of the availability of large blocks of electric energy at low cost. 

Niagara Mohawk Power Corp. by its efficient and economical use of the waters 
of the Niagara and its interconnected system, now furnishes power to the indus- 
tries, to residential, farm, and commercial consumers throughout western New 
York at one of the lowest average consumer costs of privately developed power 
in the United States and under rates which are regulated by the State of New 
York through its Public Service Commission. 

Development by a public agency of the additional waters authorized to be 

erted would not only require large expenditures, payment of which would be 
secured by the taxpayers, but would deprive our Nation, State, county and city 

f substantial tax revenues at a time when governmental costs and taxes are at 

a tremendously burdensome level. It would remove from the tax rolls of this 
city a substantial portion of the taxable property thereon. Niagara Mohawk 
Power Corp. ,which now pays and for many years has paid approximately one- 
third of the city and county taxes assessed in the city of Niagara Falls, has esti- 
mated that a private corporation making this development would pay approxi- 
mately $23 million annually in Federal, State, and local taxes. 

The needless sacrifice of that source of substantial tax revenue, especially 
when it is sorely needed, to gratify the wishes of those who prefer socialistic 
ventures to regulated private development should not be countenanced. 

We cannot subscribe to the theory that public ownership is inevitable. There 
is no reason for public, as distinguished from private, development of the addi- 
tional waters. Considerations of navigation, reclamation, flood control or irri- 
gation which prompted the creation of public agencies such as TVA, Bonneville, 
and Grand Coulee are not present. Neither is there excuse for development 
by a public agency because of a cost so great that private enterprise either is 
unwilling or unable to undertake it. Niagara Mohawk Power Corp., the private 
enterprise which developed the waters previously authorized to be diverted from 
the Niagara River and which for more than half a century has proven its 
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ability efficiently and economically to develop those waters, and Central Hudson 
Gas & Electric Corp., Consolidated Editor Co., of New York, Inc., New York 
State Electric & Gas Corp., and Rochester Gas & Electric Corp. have publicly 
stated that they are ready, willing, and financially able to develop the additional 
waters without the use of public funds. 

Public ownership is contrary to the American tradition of individual initia- 
tive. Private enterprise has been and is the source of American well-being. 
Time and experience have proven private ownership and operation to be more 
efficient, economical, and responsible than Government ownership and operation 
by public agencies. We are unwilling that in the development of additional 
waters of the Niagara there shall be substituted political control and bureaucracy, 
the most expensive system known to man, for proven efficiency and economy 
in development and operation by private enterprise. Revelations of corruption, 
patronage, appalling waste, and sale of political influence with public agencies 
made by congressional and New York State investigating committees alone 
should prompt one to pause before creating another unnecessary public agency 
with its attendant potential patronage, inefficiency, extravagance, and waste 
particularly at a time when preservation of our economy and the American 
way of life necessitates avoidance of unnecessary domestic governmental 
expenditures. 

Now, therefore, be it 

Resolved, That this chamber of commerce of the city of Niagara Falls, N. Y., 
representing in its membership the business and industrial interests of the city, 
both large and small, does hereby— 

(1) Reaffirm its opposition to the development by public agency, Federal 
or State, of the additional waters of the Niagara River authorized to be diverted 
by treaty between the United States and Canada. 

(2) Specifically records its opposition to the enactment of S. 1971 introduced 
at the 83d Congress, 1st session. 

(3) Reaffirms its support of the development of the waters of the Niagara 
River for power purposes by private enterprise in accordance with the pro- 
visions of S. 689 introduced at the 83d Congress, Ist session, as promptly 
and expeditiously as possible to the end that the additional electric power 
needed in this area may be available at the earliest practicable date. 

Further resolved, That the secretary be and he hereby is instructed to forward 
copies of these resolutions to Hon. Irving M. Ives, Hon. Herbert H. Lehman, 
to each member of the Committee on Public Works of the Senate of the United 
States, the clerk of the Committee on Public Works of the Senate of the United 
States, Hon. William E. Miller, Hon. Thomas E. Dewey, Hon Earl W. Bridges, 
and Hon. Ernest Curto. 

I, Ralph D. House, secretary of the chamber of commerce of the city of 
Niagara Falls, do hereby certify that the foregoing is a true and correct copy 
of resolutions duly adopted by the board of directors of the chamber of com- 
merce of the city of Niagara Falls, N. Y., at a meeting held Friday, March 5, 
1954. 

Rap D. House, 
Secretary, Niagara Falls Chamber of Commerce. 


New YorK STATE FEDERATION oF LABOR 
NEW YORK 36, N. yY. 


The legislative committee of the New York State Federation of Labor met 
in Albany, N. Y., December 2, 1953, and proposed the following to the legislative 
conference in addition to other matters to be acted upon by the conference : 

“On motion it is recommended that the legislative conference and the execu- 
tive council be requested to use every means available to defeat any legislation 
dealing with the development of electric power in this State by any agency other 
than private industry.” 

The above recommendation was unanimously concurred in by the legislative 
committee and later concurred in unanimously by the legislative conference 
of the New York State Federation of Labor on Wednesday afternoon, Dec. 2, 1953. 


Harotp C. HANOvEr, 
Chairman of Executive Committee. 
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New York STATE FEDERATION OF LABOR, 
New York 36, N. Y., October 29, 1958. 
Mr. CHARLES BE. OAKES, 
President, Pennsylvania Power and Light Co., 
Ninth and Hamilton Streets, Allentown, Pa. 


Dear Mr. OAKES: I am pleased to enclose a copy of resolution regarding the 
Niagara River power development project which I introduced (and which was 
adopted) before the 1953 A. F. of L. Convention held in St. Louis. 

The enclosed should be of interest to you. 

Cordially yours, 
THOMAs A. MURBRAY, 
President. 


TAKEN FROM SEVENTY-SECOND ANNUAL CONVENTION OF THE AMERICAN FEDERATION 
Or LABOR 1953 PrOcEEpDINGS, St. Louis, Mo., SEPTEMBER 21, 1953 


NIAGARA RIVER POWER DEVELOPMENT 


Resolution No. 139, By Delegate Thomas A. Murray, New York State Federation 
of Labor: 

Whereas the American system of free enterprise has been the foundation and 
basis of the development and progress of our Nation; and 

Whereas the ideals and concepts of the American system of free enterprise can 
only continue in an economy dedicated to that purpose; and 

Whereas State, municipal, and Federal Government operations in the field of 
generation and distribution of electric energy is an encroachment upon the 
American system of free enterprise; and 

Whereas State, municipal, and Federal Government operations of electric power 
facilities would be under control of politically appointed State, municipal, and 
Federal agencies, and the appointment of the members of these agencies would 
be subject to the control and vagaries of partisan politics; and 

Whereas the policies and dictates of these State, municipal, and Federal Gov- 
ernment power agencies and authorities have been detrimental to the best inter- 
ests of organized labor inasmuch as it has meant the elimination and destruction 
of local unions and of collective bargaining agreements held jointly by organized 
labor and privately owned electric utility companies and 

Whereas we, as members of organized labor, believing in the right of the 
individuals to organize in order to promote better working conditions, and 
safeguard the individual’s working rights, cherish our right for collective bargain- 
ing under the American system of free enterprise; Therefore, be it 

Resolved, That this convention go on record as opposing any bill providing for 
State or Federal electric power development of the Niagara River and urge 
support and passage of the Capehart-Martin-Miller bill providing for electric 
power development of the Niagara River through private enterprise. 

Referred to committee on resolution. 

Your committee recommends that this resolution be referred to the executive 
council, 

On motion of committee secretary Soderstrom, the report of the committee 
was unanimously adopted. 


NrAGarA Breorric Sates Co., 
Buffalo 2, N. Y., March 8, 1954. 
Hon. EpWarRD MARTIN, 
Chairman, the Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 


Dear Srer: As you are chairman of the Senate Public Works Committee, I 
would like to express to you my views on Senate bill 689 now before your com- 
— I would also like to request that my letter be made part of the hearing 
record. 

It is my opinion that the Niagara frontier would best be served by the develop- 
ment of the lower Niagara by private enterprise which is now ready and willing 
to develop and install this project. 

Figures that I have before me indicate that the Nation and the Niagara frontier 
would best be served by private initiative again being given a chance in this 
development. 
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From a business standpoint, I, of course, am impartial to this project, for we 
are in the electric-heating business and as long as their is cheap electric power, 
our business survives. However, I have seen enough in my time to indicate that 
electric utilities operated by private capital and initiative are the best in the 
long run for all concerned. 

In line with the above, I would strongly urge that you support the Capehart- 
Martin bill, S. 689, before your committee. 

Respectfully yours, 
Ratpu B. Benz, 


AMALGAMATED CLOTHING WoRKERS OF AMERICA, 
New York 3, N. ¥., March 8, 1954. 
Hon. EpwWArD MARTIN, 
Chairman, Senate Committee on Public Works, 
Senate Office Building, Washington, D. C. 


Dear SENATOR Martin: At the outset of your committee’s hearings on the 
various legislative proposals dealing with the development of the hydroelectric 
power of the Niagara River, I should like, on behalf of the 385,000 members of the 
Amalgamated Clothing Workers of America, to acquaint your committee with our 
conviction that prompt enactment of the Lehman-Roosevelt bill (S. 2966) is 
essential to insure the development of the great resources of the Niagara in the 
public interest. 

The Lehman-Roosevelt bill envisages construction and maintenance by the 
New York State Power Authority of facilities capable of developing the Niagara’s 
full-power resources. The Lehman-Roosevelt bill provides effective safeguards 
under which preference in the utilization of the power thus developed would go 
to governmental agencies, to domestic and rural users, and to cooperatives, both 
in New York and in adjacent States. Moreover, the bill looks toward progressive 
reduction of utility rates. Accordingly, we urge your committee to give swift 
endorsement to the Lehman-Roosevelt bill. 

At the same time, we urge your committee to recommend rejection of the 
following pending bills: 

1. The Case bill, S. 2599, which in effect provides that Congress has no further 
interest in the manner in which the power resources of the Niagara are developed : 

2. The Capehart bill, S. 689, which directs the Federal Power Commission to 
turn over the priceless resources of the Niagara to private exploitation and which, 
according to the New York Herald-Tribune for March 8, 1954, “is tailored for 
a syndicate of five companies headed by Niagara Mohawk Power Corp. ;” and 

3. The Ives bill, 8. 1971, which purports to provide for development of power 
facilities under the New York State Power Authority but which would effectively 
result in the handing over of the power thus generated to unrestricted exploitation 
by private utilities without adequate reference to the public interest. 

The Committee on Public Works bears the momentous responsibility of deciding 
whether the Niagara’s vast resources shall be dedicated to the welfare of all the 
people or to the special interest of a few utility companies. 

Beeause the Lehman-Roosevelt bill seeks to develop the resources of the 
Niagara River and Niagara Falls for the benefit of the people, it merits and has 
achieved the support of the Amalgamated Clothing Workers. 

I respectfully request you to bring this letter to the attention of the other 
members of your committee and to incorporate this letter in the record of your 
hearings. 

Very truly yours, 
Jacon 8. Pororsxy, 
General President. 
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THURSDAY, APRIL 29, 1954 


Unrrep States SENATE, 
CoMMITTEE ON Pusiic Works, 
Washingon, D.C. 

The committee met, pursuant to call, at 10:07 a. m., in room 412, 
Senate Office Building, Senator Edward Martin, chairman of the 
committee, presiding. 

Present: Senators Martin, Upton, Holland, Burke and Morse. 

Also present: Charles N. Kapnic, chief clerk; Eloise Porter, assist- 
ant clerk; Ellsworth W. Bassett and Theo W. Sneed, technical staff 
members. 

The CuarrMan. The committee will come to order. 

[ might announce that I had a large group of men representing 
the CIO that wanted to come up here this morning; but I talked to 
them, and I think their statement is in the record. 

It is, is it not? 

Mr. Bassetr. Yes, sir. 

The Cuarmman. Then that will just save the Committee some time. 

They wanted to come up here this morning, but I suggested their 
statement be put in the record and, since it is in the record, of course, 
it may be read by any of us. 

All right, Senator Lehman, if you will, go ahead. 

Senator Morse. If Imay, Mr. Chairman, I would like to make a very 
brief statement that I jotted down here before I cross-examine Mr. 
Lehman because it illustrates at least the basis for the examination 
I want to make. 

During Senator Lehman’s previous appearance before the Senate 
Public Works Committee, it was aretha at page 117 of the record, 
by Senator Case, that under the Lehman bill most of the power 
developed from Niagara would be exported to other States. This 
argument was based upon the fact that 95 percent of the consumers 
in New York are served by private utilities and that, therefore, only 
5 percent could be preference customers. Therefore, as only 5 per- 
cent of New York consumers are preference customers, theoretically 
a large supply of power could be exported to preference customers 
in other States. 

This assumption, according to my analysis of this case, is false 
because the Lehman bill provides for States other than New York 
to receive a reasonable portion of Niagara power. If these States 
wish to distribute their power to preference customers, they are at 
liberty to do so; but such distribution may be made only within the 
limits of the amount of power they receive as the result of an agree- 
ment between the States. 


415 





416 NIAGARA FALLS POWER DEVELOPMENT 


It should be pointed out that the Lehman bill will permit the export 
of power from New York State to other States in precisely the same 
way as the Case bill permits such export of power. 

The Case bill removes the reservation in the 1950 treaty and thereby 
refers the whole matter of development of Niagara power to the Fed- 
eral Power Commission. 

If the Federal Power Commission grants a license to the State or 
to some private group, it is reasonable to assume that it would follow 
a pattern previously set when it granted a license for the development 
of St. Lawrence power. In that case, FPC project number 2,000, 
the FPC said, on page 10: 

* * * the power should be made available not only in New York State where 
the generators are to be located, but within economic transmission distance in 
nearby States. The licensee should make reasonable amounts of power output 
available to neighboring States within this market area and in the event of dis- 
agreement over the allocations which it makes for other States the Commission 
should reserve the right to determine what allocations are reasonable and to 
secure compliance wtih this requirement. 

Then on page 21 the Commission orders the issuance of the license 
and states that the license shall be subject to 28 terms and conditions, 
the last of these conditions reading as follows: 

The licensee shall make a reasonable portion of the power capacity and a rea- 
sonable portion of the power output available for use within the economic market 
area in neighboring States and shall cooperate with agencies in such States to 
insure compliance with this requirement. In the event of disagreement between 
the licensee and the power marketing agencies (public and private) in any of 
the other States within the economic market area, the licensee further agrees 
that the Commission may determine and fix the applicable portion of power 
capacity and power output to be made available hereunder and the terms applica- 
ble thereto: Provided, That if any State shall have designated a bargaining 
agency for the procurement of such power capacity and power output on behalf 
of such State, the licensee shall cooperate and deal only with such agency in 
that State. 

The whole point, Mr. Chairman, of the foregoing is that the FPC 
in its license requires the licensee to get together with other States 
and make some agreement as to what is a reasonable amount or portion 
of power output for each State. The Commission says that in the 
event there is no agreement on it, the Commission may determine and 
fix the applicable portion of such power to be made available to each 
State. 

That, I submit, is precisely what the Lehman bill does in this sec- 
tion 4 (7) on page 7. Therefore, I respectfully say that Senator 
Case’s argument that undue amounts of power would be exported from 
New York applies with equal weight to the Case bill. 

Now, Senator Case read into the record a portion of paragraph 5 
of the Power Authority Act of the State of New York. He then 
made the point that there was adequate authority in that act to give 
primary consideration to the domestic and rural consumers of the 
State of New York. 

In view of that, I want to ask Senator Lehman the following ques- 
tions bearing upon this matter : 

First, what is the major difference between the Lehman-Roosevelt 


bill and the Ives-Becker bill, Senator? 
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STATEMENT OF HON. HERBERT H. LEHMAN, A UNITED STATES 
SENATOR FROM THE STATE OF NEW YORK—Resumed 


Senator Lenman. The difference is this: That while both bills pro- 
pose to turn over the development and the operation of the power 
resources from the Niagara River to the State of New York, the 
[ves-Becker bill proposes to turn it over to the State of New York 
without any safeguards whatsoever with regard to the distribution of 
the power and the use to which it may be put. In other words, it 
proposes to turn this power over to the State of New York, to be con- 
tracted for between the State of New York and the private utilities 
at the bus bar, without any limitation whatsoever, and that is the 
thing that we consider highly dangerous and contrary to the philoso- 
phy which has been followed by a number of governors since 1921, 
including the present governor, until 1950. 

Now, the Lehman-Roosevelt bill provides, on the other hand, very 
definite safeguards. It provides: 

(a) A preference in the availability of power for sale to public 
bodies and nonprofit cooperatives. 

This, I may add, Senator Morse, will furnish a public yardstick 
whereby all power rates throughout the State will be measured. Com- 
petition will be stimulated and all power consumers, whether public or 
private, will share through lower rates in the benefits of this public 
development : 

(6) Transmission lines where needed to bring the power to the 
load centers will be made available. 

These will not duplicate private lines, as private transmission lines 
will be utilized where available at reasonable rates. 

There is nothing, of course, in the Ives-Becker bill that permits the 
construction of transmission lines unless and until the private com- 
panies who buy this power from the State at the bus bar signify that 
they are not interested in transmitting the power. 

(c) Our bill provides equitable distribution of a fair share of the 
power to neighboring States within economic transmission distance 
of the power site. 

May I say, Senator Morse, that the statement which you have just 
read is accurate, completely accurate. 

In the Lehman-Roosevelt bill, provision is made for the distribu- 
tion of part of this power to neighboring States. The Case bill would 
result in the same or similar distribution. As a matter of fact, from 
the earliest beginning of this discussion of the development of power, 
both on the St. Lawrence and on the Niagara, the State of New York, 
through its representatives, executive and legislative representatives, 
have always recognized the fact that neighboring States are entitled 
to a reasonable share of this power. New York could not and should 
not try to hog it all. 

Senator Burke. Senator, may I interrupt a moment? 

Senator Leaman. Surely. 

Senator Burke. Have you read the testimony of Mr. Moses given 
here a couple of weeks ago? 

_ Senator Lenman. I have read it. I haven’t digested it. I saw it a 
little while ago, and I haven’t digested it, but I think I know pretty 
well what is in it. j 
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Senator Burke. I was troubled by a legal point he made: That if 
your bill is passed or the Miller-Capehart bill is passed, it would only 
result in litigation because he contends the State of New York is the 
only authority that has the right to develop that power. 

Senator Lenman. I want to point out, Senator Burke, under my 
bill we recognize the rights of the State of New York, rights which 
succeeding governors, successive governors, have fought for for the 
last 30 years or more. We recognize that, and, therefore, we want to 
turn over this great facility so far as operation, so far as financing, 
so far as construction is concerned, to the State of New York; but we 
do want to have, in doing that, inserted in the authority which is given 
to the State of New York the safeguards which the Federal Govern- 
ment has insisted on in the construction of great power-development 
projects in various parts of the country. 

We are not, in any way, taking away from the State of New York 
any of the rights which they claim. 

I want to make this very clear at this point: That Governor Dewey, 
Bob Moses and I, and Mr. Roosevelt, see eye to eye with regard to 
the iniquity—we consider it an iniquity—of turning over these great 
resources to private development, to private companies. We just 
don’t believe it would be justified on any count. 

We are in agreement so far as turning over the resources of the 
Niagara, the power resources of the Niagara, to the State of New 
York for construction and operation and financing. 

Where we differ is the fact that Governor Dewey wants absolutely 
no safeguards whatsoever in the bill which must be passed 

Senator Burke. On preference? 

Senator Lznman. On preferences. By the Congress because there is 
a reservation in the treaty that was added, I think in 1950, between 
the Canadian Government and ourselves. He wants no reservations 
and no safeguards whatsoever, while our bill does provide that. 

The Cuarrman. Senator Lehman, what is the regulatory body pro- 
vided for in your bill? 

Senator Lenman. The regulatory body is this: What we are asking 
for is that the Congress direct the Federal Power Commission to issue 
a license with the safeguards in it. 

The Cuarrman. Then the regulatory body would be our power com- 
mission down here, the Federal Power Commission ? 

Senator Lenman. No; not with an entirely free hand. 

The Cuairman. What I am getting at, Senator Morse, and Sena- 
tor Burke, is the question you raised a moment ago, Senator Burke, 
to avoid controversy and litigation. 

How does your bill propose to take care of that? 

I have read your bill, but I just want your idea of it because legis- 
lative intent means a lot. 

Senator Lenman. Well, I am not quite sure I understand your 
question, Mr. Chairman. 

The CuamrMan. Well, you are advocating, which is very fine and 
fair, that this great power facility will not be limited to New York 
only, but the edjomine States will have the opportunity of securing 
a part of this power. Now, how is that distribution to be regulated ! 

Senator LeHman. Well, Senator Case has raised that question ; but, 
as a matter of fact, I think he was erecting a strawman just in order 
to demolish it, because, under his bill, which would refer the entire 
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matter to the Federal Power Commission, there is virtually a cer- 
tainty that if the license was given to a State body, there would be a 
provision that a reasonable part of this power would have to go to 
neighboring States. 

That is precisely what the FPC did in issuing the St. Lawrence 
license. 

The Cuatrman. Yes. 

What I am getting at is: What is the—shall we say—facility that 
inakes that decision ¢ 

Senator Lernman. I think I can explain that. 

In our bill there is a provision that we recognize the rights of other 
States to a reasonable share of this power. The bill goes on further 
to describe the method that will have to be followed in determining 
what part of this power should go to other States, and it recites that 
is the first step the States who are interested in this power—they 
would be the adjoining States in all probability—would have to sit 
down together and work out a fair determination of what power they 
ire entitled to. 

The CuHarrman. Well, now 

Senator Lenman. May I just continue? 

If there should be any difference of opinion or any disagreement as 
between, let us say, New York and Ohio or New York and Pennsy!l- 
vania, with regard to the share to which the latter two States would 
he entitled, then the problem would be submitted to the Federal Power 
Commission for determination as to the amount to be allotted to each 
State. The FPC determination would be final and binding. 

The Cuarrman. Allright. Go ahead. 

Senator Morse. That is the point I wanted to make: That the dif- 
ference between your bill and the Ives bill is that in your bill Federal 
interests are preserved to the extent that the Federal Power Commis- 
sion would have the duty and the jurisdiction to come in and settle 
contested issues as to whether New York was trying to take more than 
was an equitable share of the power. 

Senator Lruman. That is quite right. 

Now I read the first three differences or provisions in the Roosevelt- 
Lehman bill which differentiates it from the Ives-Becker bill. The 
fourth, (d), under this bill, is that promotional rates to assure in- 
creasing consumption of power at decreasing rates is made manda- 
tory; and, finally, the bill recognizes that the primary concern is for 
domestic and rural consumers in connection with the disposition of 
project power. 

We believe these safeguards are protections of the public interest 
which have been developed over the past 50 years and which have, so 
far as I know—some of you gentlemen have had far greater experi- 
ence in connection with power projects than I—been insisted upon in 
every hydroelectric development since the time of Theodore Roosevelt. 
Congress has always insisted upon these safeguards in all public 
power developments. 

Senator Morsx. It is those safeguards I want to direct momentary 
attention to. 

As I listened to your account and views as to the difference between 
the Ives-Becker bill and the Roosevelt-Lehman bill, the thing that 
stands out is the view expressed that under the Ives-Becker bill the 
sale will be at bus bar, without any provision for a Government grid- 
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type transmission-line system, whereas under the Lehman-Roosevelt 
bill you strongly stress the safeguard of public preference to public 
bodies. 

Senator Lenman. That is right. 

Senator Morse. How do you explain, Senator, the fact that Senator 
Case seems to feel the Power Authority Act of the State of New York 
would give primary consideration to the domestic and rural consumers 
of the State ? 

Senator Lenman. I think he is wrong in that one particular point. 
We know that unless the State operates this great resource and has 
the power to construct or the authority to construct transmission lines, 
there will undoubtedly be segments of the State in which our large 
municipalities, with existing authority to operate many rural electrifi- 
cation co-ops and other units which will have no access to this power 
whatsoever, because Governor Dewey has stated time and time again 
that he will invoke the authority existing under the State Power 
Authority Act for the construction of transmission lines only when 
the existing companies say they are not interested in transmitting the 
power. 

It seems to me that under their bill he places the entire power for 
the distribution of this hydroelectric power production in the hands 
of the great private companies who would buy it at the bus bar and 
would be able to make any kind of a deal with the State of New York 
with regard to transmission and distribution. 

Senator Morsr. Senator, what, in your opinion, is the real value of 
providing for the sale of Niagara power or any other power to a pref- 
erence customer in a State such as New York, where it is claimed that 
95 percent of the consumers are served by private power companies? 

nates Leuman. Well, I think the great advantage is that it will 
serve as a yardstick and will provide competition which doesn’t exist 
today in the State of New York. 

I think it will not only reduce the price of power that has been pub- 
licly developed and generated, hydroelectrically developed, but I think 
it will also reduce the cost to the consumer of coal-generated power. 

That certainly has been the experience in connection with the great 
developments in the Northwest, in the TVA area, and in others. 

The claim has been made that this will compel or, the term has been 
used, blackmail the taking over of the cities by the privately owned 
utilities. 

Well, that is not the case, has not been the case, in other sections of 
the country and, yet, in those sections of the country the competition of 
the hydroelectric power developed from the great streams of this 
country has caused a very great reduction in the cost of power sold to 
both residential and industrial consumers, not only by the publicly 
owned distribution companies but the privately aed 

We know, for instance, that in the area served by TVA, the area 
served by Bonneville and the Grand Coulee and other great develop- 
ments, the price of power has gone down because of this competition, 
this potential actual competition, very materially and at the same time 
I want to point out that, in my opinion, it has not been harmful to the 
privately owned companies because, by reason of the fact that the cost 
of the power has been so drastically reduced, increased consumption 
has been encouraged, and it has been made a fact, and I can show you 
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by figures a little later on if you interrogate me, wherever there has 
been competition. 

The CHarrman. Senator Morse, right at this point Senator 
Upton 

Resudon Upron. I don’t know as I ought to break into your exam- 
ination 

Senator Morse. Sure. 

Senator Upron. But a thought occurred to me as I heard the dis- 
Gnas Senator mention the cost to the consumer would be re- 
duced. 

In stating that the development by the authority will reduce the 
cost or result in reduced cost to the consumer, do you contemplate 
the authority is to pay taxes the same as a private company ? 

Senator Leuman. There is nothing to limit, in any of these bills, 
the State of New York, which will operate this thing, from making 
such arrangements with regard to taxation as may seem wise to the 
Legislature of the State of New York and the Governor. There is 
nothing in any of these bills that disposes of that question. 

I do want to say in the case of TVA I am informed that the author- 
ity does pay or does make very substantial payments to the Gov- 
ernment in lieu of taxes, and on real estate which is owned by the 
TVA, which is not immediately within the area of the TVA, full 
real estate taxes are paid; but I want to make it very clear, Sena- 
tor, there is nothing in my bill or in Senator Case’s bill or in the 
Ives-Becker bill that would in any way dispose of this question of 
taxation. The State of New York would pay such part of the tax- 
ation as they desired. 

Senator Urron. Then, as you understand, whether any taxes are 
yaid on this development would be determined by the State of New 

fork? 

Senator Lenman. That is right. 

Senator Urron. And the statement has been made that if the 
authority were to develop this power there could be a saving in taxes 
to the consumers of approximately $30 million. Is that your under- 
standing ? 

Senator Leuman. There may be a saving in the rates of $30 or 
$31 million, but I think there would be a vastly greater saving to the 
consumers of the State of New York by reason of the fact that we 
would have a yardstick, just as in the case of TVA and the case of 
Seattle, Portland, and Tacoma, where rates have been reduced. 

Senator Urron. That saving of approximately $31 million in taxes 
would be at whose expense? 

Senator Lenman. I didn’t understand that. 

Senator Urron. That saving of approximately $31 million in taxes 
would be at whose expense? Who would suffer the loss in taxes? 

Senator Leuman. I don’t know that anybody would suffer the loss 
in taxes, because I believe that the development of this great resource 
would be of very great benefit to the communities in which the devel- 
opment was situated. I don’t think there is any doubt about it and 
it would unquestionably attract many new industries, the aggregate of 
whose taxes would probably be far greater than the loss that would 
accrue to the community, even in the event that no arrangement 
was made by the State of New York for the payment of taxes or 
other payments in lieu of taxes. 
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Senator Urron. Thank you, Mr. Chairman. 

Senator Morser. I am not the chairman. 

Senator Urron. And you, also, Senator Morse. 

Senator Morse. Delighted. 

The Cuarrman. I thought 

Senator Morse. I am delighted to have you interrupt any time. 
I only have a few questions. 

The Cuarrman. Off the record. 

(Off the record. ) 

Senator Lenman. I don’t think I answered your question. I think 
Senator Upton interrupted. Wasn’t the question whether power 
exported from the State would seriously reduce the amount of power 
available to the consumers of the State? 

Senator Morse. No. I haven’t gotten to that point yet. My ques- 
tion was: What, in your opinion, is the real value of providing for 
the sale of Niagara power or any other power to preference cus- 
tomers in the State where it is claimed that 95 percent of the con- 
sumers are served by private power companies? 

You went on to point out it had the advantage, of course, of supply- 
ing them with this public yardstick as a check upon the private utili- 
ties, resulting, as you pointed out, in the historic pattern, which you 
found elsewhere at least, of cheap power rates, charged both by the 
public group, and that in turn has a snowballing effect of causing a 
greater consumption of power, bringing in new industry that wouldn’t 
otherwise come in, which in turn pays into the Treasury of the United 
States tax dollars many times the taxes that a private utility at higher 
rates would ever pay into the Treasury because of the fact that it 
would discourage the bringing of new industry. 

We found that out in the Pacific Northwest—I think it was last 
year I made one speech on this tax issue—in which we analyzed the 
taxes paid by the private utilities in contrast with the taxes paid in 
an area where you have public power by new industries that have come 
in that just wouldn’t come in to a private utility area with high 
electric power rates, and that is why I said in that speech that in my 
judgment the tax argument is one of the most unsound arguments 
in the power issue, because what you have to look at are the tax 
dollars that you get from industry that is created as a result of cheap 
power, industry that wouldn’t be created except as the result of cheap 

ower. 

. Cheap power creates demand. Cheap power actually results in 
the creation of wealth that never would come into being without it, 
and I think we have to keep that in mind always on this tax issue. 

Senator Lenman. May I just give you some more figures on that? 

Senator Morse. Yes. 

Senator Lenman. T have always maintained that the consumption 
of power has an almost exact relationship to the cost of power. _ 

I have here a pamphlet by the Public Affairs Institute of Washing- 
ton. They give some very interesting figures. 

The average annual residential electric consumption of New York, 
which has a very high cost of Seated’ is 1,058 kilowatts. 

The average consumption, residential electric consumption of Ta- 


coma, Wash., which has a cost of a third of what New York has. 
instead of being 1,058 is 6,659 kilowatt-hours. 
The figure for Spokane is 5,726 kilowatt-hours; for Seattle, 5,512. 
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Now, those are the consumption figures for the lowest cost areas. 
Compare those figures with those for New York, which is a high-cost 
area. In some cases the consumption in New York amounts to less 
than a fifth of what it is in these other areas. 

Senator Morsr. Mr. Chairman, I want to say for the record that 
in cooperation with the Chair I have boiled down to what I consider 
to be a series of key questions a much longer examination than I had 
previously announced I intended to put the Senator from New York 
to, which would have taken at least two sessions of this committee, 
and I think I can finish it in a relatively short time, although I have 
no objections to any interruption at any time. 

The Cuarrman. I don’t want to break in, Senator Morse, but I do 
think it will probably be advantageous to the committee, if any Sen- 
ator of the committee has a question to ask, to ask questions as you 
go along. I think it will bring out the facts we want to establish. 

So, you go right ahead; but I want it understood if any member of 
the committee has a question to ask, he may feel free to break in. 

Senator Morse. I just made the statement I made because I hadn’t 
had a chance to chat with you before we started this morning. 

The CuarrMan. That is all right. 

Senator Morse. I thought you might be sitting up there thinking 
1 had a long examination, and I do not have. 

The Cuarrman. That is all right. As chairman of this committee, 
Il am very anxious—and I know all the members of the committee 
are very anxious—to bring out all the facts, because we have con- 
fronting us a very important matter. I think it is one of the most 
important that will be confronting the committee. So, I want the 
facts brought out. 

You go right ahead, but I want it understood that any member of 
the committee may feel free to ask questions at any time. 

Senator Morse. By all means. 

Senator Upron. Mr. Chairman. 

Senator Hotianp. Mr. Chairman, there is one question I would like 
to ask, not of Senator Lehman, but asking the committee if they 
have any objections to my requesting the staff to get up a statement 
on a certain subject and insert it in this record for the information of 
the committee. 

The subject I have in mind is the precedents with reference to State 
authorities which exist. I know of only four, but there may be 
others : 

In the case of South Carolina, there is the Big Santee-Cooper 
project, with which I am reasonably familiar, and one other project; 

With reference to Nebraska, of course, we have a statewide monop- 
oly in this field, and I would like this brief to discuss that with ref- 
erence to what recognition the Federal Government in order to per- 
mit of that setup ; 

In the case of Oklahoma, and I have been to one of their State 
authority dams and there may be others that I don’t know about; 

In the case of Arizona, I know they have a State authority but I 
am unfamiliar with what they have done. 

I would like to have, if it meets with the approval of everyone, a 
very full factual recital of this record to show what has been done in 
somewhat similar matters to this—none identical to this, but in simi- 
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lar matters—in connection with State authorities and the grant by the 
Federal Government to develop navigable streams so as to produce 
hydroelectric power. 

Senator Morse. I would certainly like to join in that request. 

The Cuarman. If there is no objection, the staff will be directed to 
assemble that information and make it a part of the record. 

(The information requested is as follows :) 


STarF MEMORANDUM ON RECOGNITION oR GRANTS OF RIGHTS BY THE FEDERAL 
GOVERNMENT TO STATE Power AUTHORITIES 


This memorandum deals with public authorities organized under State law 
for the purpose of developing and marketing hydroelectric energy. It does not 
include public authorities such as those in Arizona and Nevada which market 
or transmit power but do not produce any power themselves. 

There are many public bodies engaged in development and marketing of hydro- 
electric power, but most of these operate only in limited areas such as munici- 
palities, countries, or other areas comprising only portions of a State. The prin- 
cipal agencies operating on a statewide basis are as follows: 

Nebraska : 
Loup River Public Power District. 
Central Nebraska Public Power and Irrigation District. 
Platte Valley Public Power and Irrigation District. 
Oklahoma: Grand River Dam Authority. 
South Carolina: South Carolina Public Service Authority. 

Most of these State power agencies generate thermoelectric as well as hydro- 
electric power. Most of them have received financial assistance from the Federal 
Government in the form of PWA loans and grants. These are listed below. 


PWA public power projects 





Installed 
capacity 
(kilowatt) 


Amountof | Bonds pur- 


Project grant chased 





Central Nebraska Public Power and Irrigation District, 

Hastings, Nebr -.__..-.. ‘ a: 1 $19, 371, 980 $23, 865, 000 105, 000 
Loup River Public Power District, Columbus, Nebr 2 4, 472, 343 10, 538, 000 85, 000 
Platte Valley Public Power and Irrigation District, North 

Platte, Nebr nidckiddpinthipicesievaliiebObadaeih tobbnda 2, 913, 777 9, 762, 000 48, 000 
South Carolina Public Power Authority, Moncks Corner, 

8.C , 34, 438, 263 29, 494, 000 235, 000 
11, 137, 099 13, 800, 000 135, 000 


1In addition, REA loans amounting to $332,072.07 have been made for construction of transmission lines. 
2 In addition, REA loans of $15,662,000 for construction of transmission lines and completion of a steam 
generating plant have been made. 


e 


All of these agencies own and operate one or more hydroelectric plants located 
on streams classed as navigable waters or affecting navigable waters. All of 
these plants are under licenses granted by the Federal Power Commission pur- 
sWant to the Federal Water Power Act of 1920, as amended. 

These agencies have therefore been the recipients of such recognition or 
grants of rights by the Federal Government as may come from the grant of 
licenses under the Federal Water Power Act. 

Under the commerce clause, Congress has provided in the Federal Power Act 
for issuance of licenses to non-Federal agencies for development of waterpower 
on streams under its jurisdiction. The power of Congress to regulate com- 
merce among the several States comes expressly from the Constitution. Barly 
court decisions held that the power to regulate commerce included the control 
of navigable waters. In 1865, the court said, in Gilman v. Phialdelphia; “Com- 
merece includes navigation. The power to regulate commerce comprehends the 
control for that purpose, and to the extent necessary, of all the navigable waters 
of the United States which are accessible from a State other than those in 
which they lie. For this purpose they are the public property of the Nation, 
and subject to all the requisite legislation by Congress. This necessarily includes 
the power to keep them open and free from any obstruction to their navigation, 
interposed by the States or otherwise; to remove such obstructions when thev 
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exist ; and to provide, by such sanctions as they may deem proper, against the 
occurrence of the evil and for the punishment of offenders: For these purposes, 
Congress possesses all the powers which existed in the States before the adoption 
of the National Constitution, and which have always existed in the Parliament 
of England.” 

Enactment of the Federal Power Act in 1920 was an exercise by Congress of 
its control of navigable waters. Prior to 1920, Congress generally gave direct 
legislative authorization on a project-by-project basis for non-Federal develop- 
ment of power on streams under its jurisdiction. Restrictive conditions in 
grants were few and inconsistent, and many of the grants were perpetual in 
their terms, but were subject to repeal at any time, presumably for cause or 
by act of Congress. With rare exception, they included ho provision for im- 
position of a charge for the privilege itself, or for disposition of properties. 
With the uncertainty of a grantee’s tenure and investment under grants subject 
to termination, private development had moveg slowly. 

As pointed out in the Commission’s first annual report (1921), page 5, the 
rights so granted were so uncertain that only in occasional instances could 
waterpower development which required Federal authority be financed, with 
the result that the development of the inexhaustible waterpower resources were 
largely blocked and recourse was had to steam power with its consequent use 
of irreplaceable fuels. 

The Federal Power Act effectuates the policy of Congress providing for the 
development, transmission, and utilization of power, and the fostering of other 
beneficial public uses on streams subject to Federal jurisdiction, upon lands of 
the United States, and at Government dams, by private and public agencies 
acting under licenses issued by the Commission for terms limited to 50 years 
and upon conditions which protect every public interest in the water resources 
involved. Licenses so issued are predicated upon the fundamental premise that 
that projects are best adapted to plans for comprehensive river basin develop- 
ment for all public purposes. 

The legislative history of the 1920 act reflects a congressional purpose to 
regularize and facilitate Federal permission for non-Federal water-resources 
development through an administrative licensing system which would also safe- 
guard the public interest and make possible ultimate public ownership. 

Statements bearing upon legislation intent for the Federal Power Act are 
quoted below from House report No. 61, 66th Congress, Ist session. These pas- 
sages also were cited in the March 15, 1954, opinion of the Supreme Court on 
FPC vy. Niagara Mohawk Power Corp. 

“Owing to imperfections in the act of 1910 and the omission of any suitable 
recapture clause and the failure to construct dams thereunder Congress for the 
last 6 or 8 years has been seeking to enact legislation which, while encouraging 
private enterprise and the investment of private capital, would yet safeguard 
the public interest, but there efforts on the part of Congress were not coordi- 
nated. * * * It proposes a method by which the water powers of the country, 
wherever located, can be developed by public or private agencies under conditions 
which will give the necessary security to the capital invested and at the same 
time protect and preserve every legitimate public interest. It provides that the 
administration of water powers within Federal jurisdiction, which have hitherto 
been handled independently by three separate departments, shall be coordi- 
nated, through a commission composed of the heads of these departments, in 
order that duplication of work may be avoided, that a common policy may be 
pursued, and that the combined efforts of the three agencies may be directed 
toward a constructive national program of intelligent, economical utilization of 
our power resources,” 

Following also is a quotation from Senate report 180, 66th Cong., Ist session, 
on the same bill: 

“It is unnecessary to point out the need for or the beneficent results to come 
from water-power development. It means a saving of coal, and a lower price 
for that used; a saving of oil, and a lower price for that consumed; more efficient 
transportation, and lower cost of service; the development of new -industries; 
the building up of new communities; the creation of new property values, subject 
to taxation for the support and maintenance of local and State governments; 
and added employment for labor and increased markets for agricultural products. 
Every year that our water powers are undeveloped means a loss to the people in 
one form or another, almost, if not quite, equal to the cost of their develop- 
ment. Legislative action should be delayed no longer. We should do 1 of 2 
things: We should pass legislation which will lead private capital and enterprise 
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to develop these resources under such regulations as will give consumers good 
service and cheap power, or the Government itself should proceed to make this 
development. ‘This bill proceeds on the theory of private development with ulti- 
mate public ownership possible.” 

The Federal Power Act is in substance a delegation of a portion of the power 
of Congress over navigable waters to be exercised by the Federal Power Com- 
mission under certain specified conditions and limitations. 

In obtaining licenses for water-power developments, the licensees have there- 
fore received from the Federal Government the right, with certain limitations, to 
hold physical properties obstructing navigable waters and to use the waters of 
those streams. Under the dominant servitude of the Federal Government over 
navigable waters, the licensees could not have proceeded legally without obtain- 
ing that right from the Federal Power Commission, or from the Congress. 

The State agencies discussed herein were also eligible to receive a further 
consideration in that they could secure preference in the issuance of a license 
by virtue of their status as a creature of the State. However, the records of 
the Federal Power Commission do not show any conflicting applications for these 
particular licenses. Therefore, it probably cannot be said that these State 
agencies received any benefit from the preference provision in section 7 of the 
Federal Power Act. 


Senator Morse. Senator Upton. 

Senator Urron. Mr. Chairman, Senator Lehman has been giving 
us figures concerning consumption of electricity in various localities. 
May I inquire what is the annual consumption of electricity in the 
State of New York? 

Do you have those figures available? 

Senator Lrnman. Yes. 

Senator Urron. For the entire State? 

Senator Lenman. Well, I just gave the average annual residential 
electric consumption of New York as compared to Tacoma, Wash. ; 


Spokane, Wash.; Seattle, Wash. There are a number of other great 


cities in this table and ordinarily I would ask consent to place these 
figures in the record at this point in my remarks but I recall having 
inserted this same material when I testified on March 10, 1954. 

Senator Morse. I think Senator Upton’s question is broader than 
that, and I think—Mr. Bassett, check me on it—Senator Burke just 
called my attention to the fact, and I think he is right—that the 
Chemical Union witness put in a series of tables, as I recall, showin 
the average kilowatt consumption, I think, on a State basis, and, i 
so, it supplies Senator Upton with the information he wants. 

Senator Upron. No. Iam concerned with the total consumption of 
electricity in the State on an annual basis. 

Senator Leaman. You mean the annual consumption? 

Senator Urron. No; the total consumption on a State basis. 

Senator Lenman, I have not got the information, but I will try 
to get it. 

enator Upron. oa know at what rate it has been increasing! 

Senator Lenman. No. 

Senator Urron. Would it be approximately 10 percent annually 
over a period of years? 

Senator Lenman. I don’t know, Senator. I am sure it has been 
increasing. 

The Cuatrman. If there is no objection, the staff will be directed to 
secure that information and make it a part of the record. 
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(The information referred to is as follows :) 


Production of electric energy by type of prime mover, 1920-52 


{Kilowatt-hours] 


5 7 | \ Internal com- 
Total Hydro bustion 


399, 223, 620, 000 


370, 672, 814, 000 | 


329, 141, 343, 000 
291, 099, 543, 000 
282, 698, 214, 000 
255, 788, 984, 000 
223, 177, 783, 000 
222, 486, 283, 000 
228, 188, 844, 000 
217, 758, 831, 000 


185, 979, 476, 000 | 
164, 787, 878, 000 | 
141, 837, 010, 000 | 
127, 641, 804, 000 | 


113, 812, 371, 000 
118, 912, 675, 000 
109, 316, 033, 000 

95, 287, 390, 000 


87, 257, 753, 000 | 


81, 740, 069, 000 


105, 102, 458, 000 | 


99, 750, 579, 000 
95, 938, 317, 000 


89, 748, 246, 000 | 


82, 469, 742, 000 
78, 425, 492, 000 
78, 405, 973, 000 
79, 970, 312, 000 


73, 945, 184, 000 | 


73, 632, 223, 000 
63, 870, 575, 000 


50, 862, 952, 000 | 
47, 321, 278, 000 | 


43. 563, 627, 000 
44, 279, 309, 000 


44, 012, 945, 000 | 


39, 057, 647, 000 


38, 372, 154, 000 | 


32, 684, 157, 000 


33, 457, 189, 000 | 


3, 736, 315, 000 
3, 670, 555, 000 
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79, 392, 929, 000 32, 877, 809, 000 | 
87, 350, 101, 000 29, 027, 455, 000 
91, 111, 548, 000 31, 189, 554, 000 
32, 647, 659, 000 
82, 793, 647, 000 32, 873, 906, 000 
75, 418, 306,000 | 28, 474, 237, 000 
69, 352, 796,000 | 25, 602, 696, 000 
61, 451,091,000 | 21, 797, 874, 000 
54, 661, 796,000 | 19, 489, 596, 000 
51, 228, 664, 18, 939, 708, 000 
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14, 703, 013, 000 
15, 760, 296, 000 
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Senator Morsg. Yes. I think we ought to have it. 

Senator Urron. I would greatly appreciate it. 

Senator Morse. I think we ought to have it. 

The Cuarrman. All right; you may proceed, Senator Morse. 

Senator Morsr. Senator Lehman, the last time you appeared before 
the committee some question was raised as to comparative costs of pro- 
duction of power at Niagara Falls and the cost of transmission of 
power to load centers under public and private financing. Do you 
have any figures on that subject? 

Senator Leuman. I have these figures. They are not brought up 
to date, of course, but in 1949, according to the cost figures prepared 
at that time, the cost of production of power at Niagara, at this project 
site, under public financing, would be 2.03 mills per kilowatt-hour. 
The comparable cost under private ownership would be 5.63 mills per 
kilowatt-hour. 

Delivered to load centers in central and western New York, the cost 
would be, under public development, 2.30 mills per kilowatt-hour, and 
under private ownership 6.22 mills per kilowatt-hour. 

Delivered to load centers in eastern New York, in Pennsylvania, and 
in Ohio, the cost would be, under public ownership, 2.38 mills per 
kilowatt-hour, and under private ownership 6.39 mills per kilowatt- 
hour. 

Since 1949 the FPC, the Federal Power Commission—and these 
figures come from the Federal Power Commission—estimated there 
has been approximately a 25-percent increase in cost, which would 
affect both public and private development, but would not affect their 
relationship. 


Senator Morse. Senator, a moment ago we were talking about this 
matter of 95 percent of this power in New York at the present time 
being distributed by private utilities. You pointed out the need for 
a public power yardstick. Is it not true that the historic ees in 


the distribution of power by private as compared with public utility 
districts, is that the private utility districts build their transmission 
lines into those areas that are the most profitable and leave the sparsely 
populated and poor economic areas to shift for themselves, as far as 
getting power facilities are concerned, with the result that that was one 
of the causes of the demand for a public-preference safeguard in 
power legislation ? 

Senator Leuman. There is no doubt at all that that is an accurate 
statement, and I think, Senator Morse, that would be borne out by 
some figures which I have here, so far as they relate to rural electri- 
fication. 

We in new York pay 1.12 cents per kilowatt-hour. 

New Hampshire pays 1.14 cents. 

I will look up what Ohio pays. 

Ohio pays 0.91 cent. 

In the States where the power has been developed under preference 
clauses the cost is only a small fraction of these amounts. 

In the State of Washington it is 0.32, as compared to 1.12 cents in 
New York. 

In your State of Oregon the cost is 0.38 cent per kilowatt-hour. 

In Idaho, it is 0.45 cent. 

In Nevada, it is 0.45 cent. 

In Tennessee it is 0.48 cent. 
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All of those, of course, derive their power from these great develop- 
ments which were built under the protection of these preference 
clauses. 

Senator Morse. Senator, have you had any opportunity to obtain 
an opinion with regard to the effect that the Supreme Court’s deci- 
sion in the recently decided case of the Federal Power Commission 
versus the Niagara Mohawk Power Corp., March 15, 1954, might have 
on the various bills before this committee ? 

Senator LrumMan. Well, Senator Morse, as you know, I am not a 
lawyer, and I realize full well my limitations. So, I have asked a 
member of my staff to on a statement with regard to that. Iam 
perfectly willing to adopt that statement as my own, but I want to 
point out I have difficulty in talking in legal terms. 

I will read this. 

I would like to point out to the committee a section of the Court’s 
opinion which seems pertinent to the matter before us. I quote from 
pages 16 and 17 of the Court’s decision : 

Respondents private property rights are rooted in State law, subject to the 
paramount rights of the State and Nation. In the instant case, both the State 
and Nation have made limited assertions of their superior rights. New York has 
done so through its rental charges and the Nation through its license. 

It is clear from this portion of the Court’s opinion that both the 
State of New York and the Federal Government have paramount 
rights in the waters of the Niagara River. 

It is also clear to me that, in providing for the utilization of the 
water for the generation of electric power, the rights of both the 
State of New York and the Federal Government are superior to any 
private rights. 

If the State of New York objects to the issuance of a license or 
grant by the Federal Government to private companies, it would seem 
to me this objection would be upheld by the Supreme Court. 

Mr. Robert Moses, the chairman of the New York State Power 
Authority, stated when he testified before this committee on March 31, 
1954, that the State of New York would use all of its legal power to 
fight any law or license which attempted to bypass the rights of the 
State of New York and to give the rights to develop the water power 
to private companies. 

I would also like to point out the Bureau of the Budget, in its letter 
of April 6, 1954, to the chairman of this committee, commenting on 
various Niagara development bills, stated : 

In reaffirming this recommendation, the Bureau of the Budget, of course, 
does not intend in any way to judge whether the recent decision of the Supreme 
ne — have a bearing upon the licensing of projects under the Federal 

ower ‘ 

It seems to me this language in the Bureau’s letter was placed in 
there to alert the committee to the possibilities involved in enacting 
any bill which might go against the recent decision of the Court. 

I have stated that I am not a lawyer. However, I believe very 
serious questions have been raised concerning the legality of the 
approach suggested in the Miller-Dondero private power company 
bill, and I might also add the legality of any license to private power 
rey oe oe which might be issued by the FPC under the Case bill, if 
the State of New York objected. 
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It might be very helpful to this committee to request an opinion 
of the Federal Power Commission on this point, since it is a new 
factor, injected within recent weeks into the complex problem with 
which we are dealing; but I have no doubt whatsoever what the 
statement would be. 

Senator Morse. Although I know, Senator, it is very difficult to be 
sure what public opinion 1s, nevertheless, I think you are qualified to 
pass an opinion, judgment, on what you think the attitude of the 
people in New York is toward the policy that ought to be followed in 
the development of Niagara. Is it your opinion that the people in 
New York favor the development of a public preference approach or 
the development of the Niagara along the lines of the Ives-Becker 
bill ¢ 

Senator Lenman. I would say that with regard to the question of 
private or public development, the people of New York would vote 
almost unanimously against private development of this great re- 
source. There might be 10 percent who, ignorant of the situation, 
might vote in favor of private development; but 90 percent at least 
would vote against it. 

Senator Morse. How about the next question ? 

Senator Lenman. The next question: It is my judgment that a great 
majority of the people of New York would favor the safeguards that 
are included in the Roosevelt-Lehman bill. They would be worried, 
very much worried, that, through the authority that would be given 
to the State of New York under the Ives-Becker bill, in view of the 
fact that this power generated at Niagara Falls would be sold to the 
private companies, at the bus bar, without any real control over the 
thing, because there would be no power or authority with regard to the 
building of transmission lines, which everyone who has followed this 
question closely in past years realizes is one of the very vital parts of 
any power program, there would be no benefit whatsoever, or any 
benefit of any substantial character that would accrue to them through 
the development of this waterpower, which would be thrown into the 
far greater pool of power generated within the State, could not be 
used in any way as a yardstick, would not compete with all the other 
power that is developed in the State. 

Senator Burke. keeuaa these safeguards were included in the 
Ives-Becker bill 

Senator Leuman. Pardon. 

Senator Burke. Assuming these safeguards or preferences were in- 
cluded in the Ives-Becker bill—— 

Senator Lenman. Well, I think there would be very little difference 
than between the two bills, very little difference. I have no pride of 
authorship in this thing. Neither has Congressman Roosevelt. 

Senator Morse. Just two more questions, Senator. 

As the Senator from a western State, where we have had this 
magnificent development of a cooperative, public and private, enter- 
prise system in connection with our multiple-purpose dams resulting 
in the pooling principle, I think it is a fact that most of the power in 
the west is still sold by private utilities to consumers is due primarily 
to the fact that we pool our power resources and our private utilities 
are given fair contracts for power from Government generators, car- 
ried over Government grid-back line systems to load centers. 
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Now, that being the system that has worked so well in our section of 
the country, if you were a western Senator, would you be inclined to 
ask a lot of questions, as I have been doing in this hearing and on the 
floor of the Senate, concerning the possibility of this being a precedent 
for a retreat from a 50-year power policy in this country that has 
been based upon the public preference document ! 

Senator Lenman. If I were a western Senator, I would do exactly 
what you have been doing, and I hope you will continue to do this. 

The disposition which is made of this project, in my opinfon, is 
voing to have a very, very far-reaching effect on the whole question 
of public or private development of power. 

I think it not only will have an important effect, but I think it may 
have the controlling effect on this thing, and I would be deeply con- 
cerned if I were a Senator from the Far West, the Northwest, the 
Pacific coast and the Southeast. 

If this goes through, I think it would have an absolutely devastating 
effect on the policy which we have followed in this country for 50 
years in the development of public power. 

[am awfully glad to see Congressman Roosevelt here. 

Mr. Roosevetr. Thank you very much, Mr. Chairman, for letting 
me join my colleague, Senator Lehman, from New York. 

Senator Morse. My last question is: Am I correct in my under- 
standing that you share the point of view that I have expressed on 
various occasions in this hearing, that, although the State of New 
York has a great interest in this matter, other States have an interest 
also in this water and, of course, their interest is broadened also upon 
a Federal water interest that the people of the country as a whole 
have in the water in both the Niagara and the St. Lawrence. 

Is that not true? 

Senator Lenman. That is absolutely true. 

Senator Morsr. And, therefore, if we pass a bill that has the effect 
of delegating to the State of New York complete control to dispose 
of this power at bus bar to private utilities, in accordance with the 
wisdom of the governmental authorities of the State of New York, we 
are voting to give away a power resource interest in those national 
waters Siaiedae to all of the people of this country ? 

Senator Lenman. You are absolutely right, Senator Morse. 

Let me add to this. The question of public development of both 
Niagara and the St. Lawrence came up as early as the second term 
of Gov. Alfred E. Smith—I think in 1923 or 1924. When Presi- 
dent Roosevelt became governor of the State in 1929, he evinced a 
very great interest in this thing and, because of his leadership, the 
State Power Authority Act was enacted in 1931. I succeeded him 
in 1932, and during the 10 years I was Governor, I followed along 
the same lines. 

Now, Governor Smith, Governor Roosevelt and I saw completely 
eye to eye on this thing and felt that it was important that these very 
valuable resources, natural resources, be developed, but they would 
be developed in such manner as to benefit all the people of the State 
and make available to them power at comparable rates, at least with- 
in comparable distances, charged by the areas in the South and in 
the West that have been benefited by the development of power un- 
der the policy followed for 50 years, which included these safeguards. 
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Now, when Governor Dewey came in, in 1943, he never raised any 
question whatsoever with regard to the policies that had been enunci- 
ated by his predecessors for a great many years. In fact, the Pow- 
er Authority of the State of New York adopted and agreed with those 
policies; and when I introduced a bill—I think it was in 1950—it 
met with the approval of the Power Authority of the State of New 
York. It met with the approval of every agency of the Federal Gov- 
ernment that had any connection whatsoever to do with this. 

Thén late in 1950 Governor Dewey decided to reorganize the Power 
Authority of New York, and he made almost a clean sweep, with his 
own appointees, and then the policy of the State was changed. but 
it was changed only then. Up to that point the policy of the State 
had remained substantially identical with that which had been fol- 
lowed by Governor Roosevelt and myself. 

Now, there is no question whatsoever that all this time, up to the 
time in 1950, the government of the State of New York favored the 
safeguards. Since then, however, and I make this reply in response 
to your inquiry as to what might happen in the State of New York 
if there were no safeguards, Governor Dewey has been perfectly frank 
and open in stating that he didn’t want the safeguards, that he 
wentel the State to have this power without any limitations what- 
soever, without any safeguards. 

We know just where he stands. He doesn’t want any authority to 
build these transmission lines. He doesn’t want any authority to 
serve the interests of the rural electrification co-ops and the munici- 
palities that operate their plants. He doesn’t want this cheap power 
to be used as a yardstick. 

I must give him credit for saying that. He has been frank and hon- 
est in saying, “No; I don’t want any limitations whatsoever. I am 
going to run this thing the way I want to run it,” and he has let it go 
at that. 

Senator Morsr. Mr. Chairman, I have no more questions to ask of 
the Senator from New York. I want to compliment him on what I 
think is a very statesmanlike record that he has made in support of 
what I think is a very sound bill. 

The Cuatrman. Senator Upton. 

Senator Lenman. Mr. Chairman, may I—— 

The Cxatrman. Oh, I am sorry. 

Senator Leuman. Excuse me. 

The Cuarrman. Go ahead. 

Senator Lenman. I wanted to get in the record a response to a 
question addressed to me by Senator Upton, in which he asked me 
about this question of taxes, and I said the question of taxation was 
not covered in any of these bills; that would be left to the legislature, 
the Government of the State of New York. 

You then asked, “Well, what gain is there to these communities 
if they are not made the beneficiaries of taxation?” 

And I said I thought one of the great gains is that it permitted them 
(a) to maintain their industries and (b) probably what is more im- 
portant, to attract new industries by reason of the low prices paid. 

Now, I don’t want to put in the record exhibit 9 of this pamphlet 
again, because I inserted it on March 10, but I want to give some of 
the figures to the committee, if I may. 
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This is a statement of comparative industrial electric bills for man- 
ufacturers with 1,000-kilowatt demand and 4C0,000-kilowatt-hour 
monthly use. 

Now, the monthly bill of the manufacturer, under the conditions I 
have just read, in Tacoma, Wash., is $1,809. That is the lowest, but 
Spokane, Wash. and Seattle, Wash. have only slightly higher costs. 

In New York City, however, the monthly bill of the manufacturer 
would be not $1,809, but $5,231 per month. 

I note on this table, this very interesting footnote. It says: 

A manufacturer’s annual savings, if he moved to a lower rate city, would be: 
From Rochester to Toronto, $3,612; from Detroit to Windsor, $26,988; from 
Providence to Chattanooga, $39,656; or from Lawrence, Mass. to Charleston, 
S. C., $30,348. 

Those figures, I think, demonstrate the great advantage to the com- 
munity in providing low-cost power. It not only maintains its man- 
ufacturing plants which are now under great pressure to move away 
to cheaper operating areas, but it will undoubtedly attract many new 
plants. 

Senator Urron. Mr. Chairman. 

The CuairmMan. Go ahead, Senator. 

Senator Urron. Senator Lehman has referred to my inquiry con- 
cerning taxes. I think he still failed to tell us where the loss would 
be suffered if there is to be a saving in taxes of $31 million through 
granting to the Authority the privilege of developing this power. 

Where would that loss be suffered ? 

Senator Leaman. Well, I can only repeat what I said before. I 
don’t think any part of it would be lost. In the first place, the State 
of New York may decide to make certain payments to these com- 
munities in lieu of taxes. They may also decide to pay taxes; but, 
even if they don’t, I think the gain to these communities by maintain- 
ing or attracting new plants would far more than counterbalance any 
relatively small tax loads. 

Senator Urron. That brings me to the figures which you recited in 
regard to New York, that is, with respect to the cost of power there. 
Do you contend that the Government should subsidize the production 
of power so that the State of New York or the consumers there may 
have it at a lower cost? 

Senator Lenman. I am not suggesting that at all. I am sure the 
Senator misunderstands. This does not provide for any expenditures 
by the Government whatsoever. 

Senator Upron. I am not quite so sure of that in view of what you 
have told us about taxes. 

Mr. Roosevert. Can I answer that question? 

Senator Urpron. No. I would like to continue with Senator Lehman 
until I finish my inquiry. 

Do you know the capacity of the proposed development at Niagara 
Falls, the development we have under consideration here? 

Senator Lenman. Do I know the cost 

Senator Upron. The capacity. 

Senator Lenman. Yes. We are now developing, through the exist- 
ing facilities, something like 450,000 kilowatts. Under the—— 

Senator Urron. You are speaking now of capacity? 

areee Leuman. That is right; the capacity on the American 
side, 
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Under the development of the additional power which will accrue, 
which does accrue to the State of New York, that. would be increased 
by 1,132,000 additional kilowatts, making the total kilowatt produc- 
tion about 1,572,000 kilowatts. 

Senator Urron. The capacity of the development under considera- 
tion is approximately what ? 

Senator Lenman. On the New York side, the American side, 
1,132,000 additional. 

Senator Urron. Now, how does that compare with the total 
developed capacity in the State of New York? 

Senator Leuman. I can’t tell you that. I would be glad to get 
that for you. 

You can get those figures, but I would be glad to get them. 

The Cuatrman. All right. If you will get that information, then, 
we will put it in the record at this point. 

(The information supplied by Senator Lehman is as follows:) 


Generating 
capacity 
industrial 
establish- 
ments in 
kilowatts 


Generating 
capacity 
electric 
utilities in 
kilowatts 





Hydroelectric 
I on Rasen gabndtaiiconiings 
Internal combustion......................- 


Total 


Source: Bureau of Power, FPC. Current as of Mar. 31, 1954. 


Senator Urron. Could you give us any information as to how the 
total output, the annual output, if this power were developed, would 
compare with the total annual consumption in the State ? 

Senator Lruman. I can’t. I said that before, that I have not got 
those figures. I offered to get them for the committee, but I under- 
stand the committee has already instructed its staff to get them. 

The Cuarrman, Yes; that is right. 

Senator Upron. Isn’t it necessary te know such facts in order to 
form any conclusion as to what saving would accrue to the public in 
New York through the development of this power by the authority? 

Senator Lenman. I can’t give you that, but may I point out this, 
Senator: That under our agreement with Canada whatever power is 
not developed on the American side, by American intervention, can 
be used by Canada, and they are already using part of this power 
to their great advantage. We are letting it go by, and you can buy 
power in Canada for considerably less than half what you have to 
pay for power in this country. 

Fsaaile has already taken over a substantial part of this available 
power, which is not being utilized by the Americans, on the American 
side of the Niagara River. 

Now, how much longer we are going to be willing to have them do 
that, I don’t know. To me, it just doesn’t make sense. 

Senator Upton. But our inquiry here relates primarily to the cost 
of power in the State of New York under conditions there rather 
than the cost of power in Canada under conditions there; isn’t that so? 

Senator Lenman. Well, I told you I can’t give you the exact pro- 
portion, but that is readily available. 
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I would be very glad, indeed, to give you some figures of the cost 
of power in Canada as compared to the cost of power in this country, 
and it is just startling as to the difference. 

Senator Upron. Do you recognize the difference in conditions as 
between Canada and New York State, for instance, the difference in 
the available power? 

Senator Lenman. Sure, I do; I think it is due to the fact—and it 
is very clearly due to the fact—that Canada has public power and we 
haven't. 

I am hoping through the use of this public power which is avail- 
able, by at least some of the influence of it, to have an impact on the 
entire rate structure in this country, in this State. 

Senator Upron. Thank you, Senator Lehman. 

That is all, Mr. Chairman. 

Senator Morsr. May I ask a couple of questions at that point, Mr. 
Chairman ¢ 

The Cuarrman. Go ahead, Senator Morse. 

Senator Morse. Do you know of any major differences between 
Canada and New York State when it comes to the cost of building 
transmission lines and the generating of power from falling waters 
belonging to all the people of the country ? 

Senator Leuman. I do not, and I want to say to you this: At 
Massena, on the St. Lawrence River, we are importing—that is, the 
Aluminum Co. of America is importing—great quantities of power 
from Canada because they can’t get it at any comparable price in this 
country. 

Senator Morse. I have heard a lot in my section of the country 


about the differences between us and Canada, about nom gunet is the 
e 


cost of building transmission lines on one side of the border over the 
other. These so-called differences in labor rates and material rates 
and so on do not put us to a competitive disadvantage in building the 
power lines and the transmission lines, but I would like to ask you, 
Senator: Don’t you think it is a form of subsidy to the private utilities 
of the country to let them have the benefit of the great power of 
falling waters belonging to all the people of the country at the cost 
of generating the power at bus bar? 

Senator Lenman. Well, I think so. 

Senator Morsr. Isn’t that a form of subsidy to the private utilities? 

Senator Leuman. It certainly is a subsidy, and I would say it 
would be the most flagrant giveaway with which I am familiar or 
which has been threatened,—and, as you know, a great many flagrant 
giveaways have been consummated or threatened. 

Senator Morsr. Mr. Chairman, when I asked for the opportunity 
to ask questions this morning, I asked that the Congressman from 
New York, Mr. Roosevelt, be invited also, and you were very kind 
to see to it that the staff had him invited. He wasn’t able to get here 
because of another engagement at the beginning of my examination 
of Senator Lehman. It was my intention to ask the questions of 
both of them, and either one could make comments or both could 
make comments on each question, and, with the permission of the 
Chair, I would like to have the opportunity extended to Mr. Roosevelt 
to make any statement he wants in view of the fact he wasn’t here 
for the questicning. 

The CrHarrman. That is perfectly agreeable. 
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STATEMENT OF HON. FRANKLIN D. ROOSEVELT, JR., A REPRE- 
SENTATIVE IN CONGRESS FROM THE 20TH DISTRICT OF THE 
STATE OF NEW YORK—Resumed 


Mr. Roosevett. Thank you very much, Mr. Chairman. I have just 
received a note that the House has a straight no-quorum call. So, I 
will be very brief, 

I just wanted to add to what my colleague, Senator Lehman, said 
about this local tax question because I think it is very important that 
be put in proper focus. 

First of all, this tax question applies as related to the Niagara 
project to only those communities on the Niagara which would be in 
a position to tax the project facilities, if and when it is constructed 
by private utilities. Therefore, they are not now taxing or getting 
the benefit of the taxes because there is no project. 

If it is considered that certain properties, such as real estate, would 
be taken over by the State power authority, if it were to develop the 
project, were a tax loss to those communities, I am quite sure that 
the State government and the State legislature would make up any 
difference, any loss, to those communities. 

Now, secondly, this question of local taxes does not apply to com- 
munities such as Oswego and Fulton, where I spent a very pleasant 
day only 4 days ago. They have there one of the important steam 
plants of the Niagara Mohawk, and if the State of New York develops 
the Niagara project it in no way will prevent Oswego and Fulton 
from continuing to tax the steam plant of Niagara Mohawk, just 
as they have in the past. 

So, this local tax question is a very narrow one and is limited only 
to those properties along the Niagara which the project will use. 

Now, the other point that I would like to just mention in passing 

is that the significant difference between the Dewey proposal—and 
it would amount to the same thing if Senator Case’s bill were 
adopted—and Senator Lehman’s and my proposal relates only to this 
question of distribution and this so-called yardstick. If our pro- 
y0sal is adopted, only 10 percent of the available power produced will 
”e used by the rural cooperatives and the municipally owned dis- 
tribution plants to set up this yardstick. We are only talking about 
10 percent of the total production and, yet, you would think that we 
were talking about socializing an entire industry. Private utilities 
will get the other 90 percent for distribution under their existing 
facilities. 

They are so afraid of what this little 10 percent will do as a yard- 
stick in lowering prices through introducing competition that even 
the Governor has gone so far in a speech at Albany to the Newspaper 
Publishers Association last January as to say that those people who 
support the position of Senator Lehman and myself have a bended 
knee to Moscow. 

Now, that is the kind of vicious attack that is being made upon us 
because we want to introduce that American principle of competition. 

Senator Morse. That is what is called the big lie technique-—— 

Mr. Roosevett. Yes, sir. 

Senator Morse. Which has been imported from Russia by reaction- 
aries in this country that believe every liberal must be smeared in 
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order to permit people like Dewey getting by with the exploiting of 
the common people of this country. 

Mr. Roosrvert. I agree. 

Senator Morse. I think there is just one thing to do with birds like 
Dewey: Carry the fight to him. 

Mr: Roosevetr. That is just what Senator Lehman and [I are doing, 
Senator. 

Senator Morse. Let the American people know there is no place in 
America for the big-lie technique. 

Mr. Roosrverr. I agree with you. 

But I wanted to point out this whole question between the Dewey 
position, which is a new position, as the Senator pointed out, only 
since 1950 when he packed the present State Power Authority—the 
difference lies only with this little 10 percent of the production of 
Niagara which will set up the yardstick. It will not bankrupt any 
pr —_ utilities, but it will lower the rates for the people of the State 
of New York and for neighboring States, and it will attract new 
business. 

[ think those are the two points I wanted to emphasize. 

The CuHatrmMaNn. Thank you very much. 

I might announce that Senator Case was to be here this morning 
but, as you know, we have up the matter of the District public works 
and he is chairman of the committee which has jurisdiction over that 
matter. So, he was unable to be here. 

I believe that concludes the hear ing for this morning. 

Thank you very much for coming. 

Senator Lenman. Thank you very much. 

Mr. Roosrvert. Thank you very much. 


(Whereupon, at 11:23 a. m., the hearing was recessed, subject to 
the call of the chairman.) 
(Comments of the Federal agencies on S. 2966 are as follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 12, 1954. 
Hon, EDWARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate, Washington 25, D.C. 


My Dear Mr. CHAIRMAN: This will acknowledge your letter of February 18, 
1954, in which you request the views of this Bureau on 8. 2966, “to provide for 
the improvement of the Niagara River, to authorize the construction of certain 

public works to preserve and enhance the scenic beauty of the Niagara Falls 
al River, to promote the national defense, develop power, aid navigation and 
flood control, fulfill the undertakings of the United States in the Treaty of 1950 
with Canada, and for other purposes.” 

Our reply to you of April 6, 1954, on S. 2599 through inadvertence did not 
refer to S. 2966. It is requested that you consider our letter of April 6 a reply 
on both bills. 

Sincerely yours, 
ROWLAND HUGHEs, 
Deputy Director. 


DEPARTMENT OF STATE, 
Washington, April 8, 1954. 
Hon. EpwARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 
My Dear SENATOR MARTIN: Reference is made to your letter dated February 
18, 1954, and this Department’s reply of February 24, 1954, regarding your request 
48161—54—__29 
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for the views of this Department regarding S. 2966, “to provide for the improve- 
ment of the Niagara River, to authorize the construction of certain public works 
to preserve and enhance the scenic beauty of the Niagara Falls and River, to 
promote the national defense, develop power, aid navigation and flood control, 
fulfill the undertakings of the United States in the Treaty of 1950 with Canada, 
and for other purposes.” 

So far as the interests entrusted to this Department are concerned, there is 
no objection to the enactment of this liquidation. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
For the Secretary of State: 
Turuston B. Morron, 
Assistant Secretary. 


April 12, 1954 
FEDERAL PowER COMMISSION REPORT ON S. 2966, 8838p ConGRESS 
A BILL TO PROVIDE FOR THE IMPROVEMENT OF THE NIAGARA RIVER, ETC. 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the inter 
national boundary without injury to the scenic beauty of the falls. The Niagara 
Treaty under which this redevelopment may be undertaken was ratified on 
August 9, 1950 (1 U. S. T. 694). Canada immediately started work to utilize 
the additional diversion permitted on the Canadian side and will complete her 
facilities before facilities can be constructed on the United States side. Canada, 
therefore, may use temporarily part of the diversion authorized for the United 
States. 

It is expected that generating capacity of 1,695,000 kilowatts can be installed 
on the United States side with an average annual output of approximately 11.6 
billion kilowatt-hours. By comparison, the ultimate installed capacity of the 
3oulder project is 1,327,500 kilowatts with an average annual output of 5.3 
billion kilowatt-hours. At Grand Coulee the ultimate capacity is 1,944,000 kilo 
watts with an average annual output of 12.5 billion kilowatt-hours. And on the 
St. Lawrence there will be about 940,000 kilowatts on the United States side with 
an average annual output of 6.3 billion kilowatt-hours. It is neither good 
business nor in the public interest to continue to waste the waterpower resources 
at Niagara Falls. 

The bill provides that redevelopment shall be made by the designated public 
agency of the State of New York (the Power Authority of the State of New York) 
Of course, one of the purposes of the Federal Power Act is to enable State and 
municipal agencies and others to develop waterpower resources with full protec 
tion to the general public. Nevertheless, the Federal Power Act also affords to 
privately owned companies and others full opportunity to utilize waterpower 
resources where their plans are better suited to complete comprehensive devel- 
opment, and the act requires the Commission to determine what proposals for 
development, in case of conflict, are best adapted to comprehensive plans, giving 
a preference to State and municipal agencies. If State or municipal plans for a 
particular development are deemed by the Commission to be better than or 
equally as well adapted as the plans of a privately owned applicant to conserve 
and utilize the water resources in the area in the public interest, section 7 (a) 
of the act is explicit in giving the preference to such State or municipal agencies 

The bill therefore would constitute a deviation from the general policy of 
complete analysis and fullest development which has been in effect since 1920 
in the utilization of waterpower resources by non-Federal agencies and would 
preclude consideration of all of the factors which should be considered and 
would otherwise be considered under the Federal Power Act. 

The Legislature of the State of New York has already declared its interest in 
the development of the Niagara River. It has expressly amended the laws 
creating the Power Authority of the State of New York to provide for State 
development of the additional diversion at Niagara Falls if Congress should open 
the way to non-Federal use of that diversion. The privately owned utilities 
which are seeking authority to undertake this project have also made plans for 
construction of this project and the distribution of the power which can be gen- 
erated. However, until all feasible plans have been thoroughly studied, it would 





NIAGARA FALLS POWER DEVELOPMENT 445 


not seem to be possible to determine which plan of development would be most 
fully in the public interest. Anything less, of course, would not seem to be 
supportable. 

The bill would also authorize construction by the United States of the remedial 
works on the United States side of the international boundary authorized by the 
1950 treaty with Canada. Article II of the 1950 treaty requires the remedial 
works for the enhancement and protection of the beauty of the falls to be con- 

tructed by the two countries under the supervision of the International Joint 
Commission. That agency on May 12, 1953, submitted its report and recommen 
dations to the two Governments after a study by the International Niagara Falls 
Engineering Board, created for that purpose and drawn from the technical 
gencies of each country. Therefore, regardless of what agency constructs the 

power facilities in the United States, whether the Federal Government or the 
State of New York or some nongovernmental agency, exactly the same remedial 

rks must be constructed. It is noted that the Corps of Engineers has already 
eceived an initial appropriation of $1,500,000 (Public Law 207, 83d Cong.) for 

nstruction of the remedial works and such construction was started in the fall 
of 1953. No further authorization, therefore, is required. 

The treaty calls for equal sharing by the United States and Canada of the 
cost of the remedial works, and the bill makes no provision for transferring those 
works to the State of New York. It has been the Commission’s consistent recom- 
mendation that the United States should retain ownership of those remedial 
works and that whoever builds and operates the power facilities on the United 
States side should pay the full United States share of the cost of the remedial 
works assigned to the United States. 

Section 4 of the bill contains various provisions regulating the disposal of 
project power. The so-called preference clause involves a matter of policy upon 

hich no opinion is expressed. 

The Commission also recommends that if non-Federal development is to be 
ermitted, it be done pursuant to the provisions of the Federal Power Act. 

FEDERAL POWER COMMISSION, 
By JEROME K. KUYKENDALL, 
Chairman. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., April 9, 1954. 
Hon. Epwarp MARTIN, 
Chairman, Committee on Pubiic Works, 
United States Senate. 

DEAR Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to S. 2966, 
83d Congress, a bill “to provide for the improvement of the Niagara River, to 
authorize the construction of certain public works to preserve and enhance the 
scenic beauty of the Niagara Falls and River, to promote the national defense, 
levelop power, aid navigation and flood control, fulfill the undertakings of the 
United States in. the treaty of 1950 with Canada, and for other purposes.” The 
Secretary of Defense has assigned to the Department of the Army responsibility 
for the preparation of a report on this bill. 

The Department of the Army has considered the above-mentioned bill. The 
purpose of the bill is to authorize the redevelopment of the United States share 
of the waters of the Niagara Falls and River in accordance with the terms of 
the treaty between the United States and Canada signed February 27, 1950, in 
order (1) to assure the preservation of the scenic beauty, (2) to aid the national 
defense, and (3) to insure the most beneficial public use of the waters for power, 
navigation, flood control, and other purposes. The bill also authorizes the Presi- 
dent to arrange for the prompt construction, under the supervision of the Inter- 
national Joint Commission, of the United States share of the remedial works 
necessary to preserve and enhance the scenic beauty of Niagara Falls, the works 
to be constructed in general conformance with the plans recommended by the 
Commission in its report dated May 5, 1958. The bill further approves the proj- 
ect for development of hydroelectric power in conformance with the project 
plans outlined in the report of the Bureau of Power of the Federal Power Com- 
mission dated September 28, 1949, and in the report of the Corps of Engineers 
dated January 8, 1952, subject to review by the Board of Engineers for Rivers 
and Harbors, and authorizes the designated instrumentality and public agency 
of the State of New York to construct, operate, and maintain the power project 
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works if such agency makes application for and is granted a license under the 
Federal Power Act. 

As indicated in the bill, on August 9, 1950, the Senate ratified the aforesaid 
treaty of February 27, 1950, with the following reservation: 

“The United States on its. part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provisions 
of the treaty, and no project for redevelopment of the United States share of 
such waters shall be undertaken until it be specifically authorized by act of 
Congress.” 

The treaty makes additional water available for generation at the falls by 
both countries. That additional water, combined with the potential head in 
excess of 300 feet, constitutes a tremendous additional low-cost power resource. 
Canada, through the Hydro-Klectric Power Commission of Ontario, already has 
construction, in an advanced stage, of new facilities to develop Canada’s share 
of the increased power. Market demand in both countries is such that the addi 
tional low-cost power generation will be readily absorbed. Under article VIII of 
the treaty Canada may use our added share of the diversion of water for power 
purposes until such time as we provide facilities to utilize that flow. Accord 
ingly, the Department favors the early accomplishment of a project to develop 
the United States share of the power diversion. 

Among other things, the 1950 treaty expresses the primary obligation of the 
two Governments to preserve and enhance the scenic beauty of the Niagara 
Falls and River; indicates the minimum flows that must be passed over the 
falls; and provides for the International Joint Commission to submit for approval 
of the two Governments recommendations as to the nature and design of remedial 
works deemed necessary to produce an unbroken crestline on the falls. Pur- 
suant to article II of the treaty, the Commission made its recommendations in 
a report dated May 5, 1953, as to the nature and design of the remedial works 
and the allocation of the construction task between the United States and Canada 
in such manner that each country would construct, generally, those portions 
of the work which lie within its natural boundaries. The construction cost of 
the works was estimated, on the basis of July 1952 cost levels, to total $17,536,000, 
which under the treaty is to be divided equally between the two Governments. 
On July 22, 1953, the Governments of United States and Canada approved the 
recommendations of the Commission. Construction responsibility on behalf of 
the United States has been assigned to the Corps of Engineers, and the sum of 
$1,500,000 was appropriated by the Supplemental Appropriation Act, 1954, 
approved August 7, 1953, for financing a part of the United States share of the 
cost of the remedial works. Construction of the works is now in progress. It 
appears, therefore, that the statutory authorization of remedial works as con 
tained in section 2 of the bill is unnecessary. In any event, it is believed appro- 
priate that the bill should provide that the licensee of the power project shall 
reimburse the United States for the United States share of the cost of works 
necessary to preserve and enhance the scenic beauty of Niagara Falls as S. 689 
and 8. 1971 provide. 

By resolution adopted June 5, 1951, the Senate Public Works Committee called 
upon the Corps of Engineers to review previous Niagara River reports with a 
view to determining the most feasible general plans for utilization of the waters 
apportioned to the United States for power development at this locality, con- 
sistent with the provisions of the 1950 treaty, and the effect of such developments 
upon the Federal navigation projects in that area. The results of that study are 
contained in the report of the district and division engineers dated January 5, 
1952, referred to in section 3 (a) of the bill. Since the bill would approve the 
power development in conformance with that report and with the plans of the 
Federal Power Commission and subject to issuance of a license by that agency, 
it would appear that further review in addition to that which would be con 
ducted by the Commission in its consideration of the license application would 
not be necessary. Accordingly, it is suggested that the language “subject to re- 
view by the Board of Engineers for Rivers and Harbors” on lines 14 and 15 of 
page 4 be eliminated from the bill. 

In response to resolutions of the House Public Works Committee adopted 
March 26, 1952, and June 26, 1952, the Corps of Engineers is making a coordi- 
nated study of the Great Lakes water levels with a view to determining the ad 
visability of local flood protection measures and the feasibility of a plan of regu 
lation of the levels of the Great Lakes that will best serve all interests, including 
the reduction of damage to shore properties, the use of the Great Lakes for navi 
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gation, and the use of the storage and outflows from the Great Lakes for power 
development. 

The power potential at Niagara Falls is very great and it is important in the 
publie interest that any development thereof fully utilize the power potential 
ind safeguard other water uses. Specifically, the development should be under- 
taken in such a manner as to preserve and enhance the scenic spectacle at Niagara 
Falls; safeguard the needs of present and future navigation ; utilize fully the ex- 
sting power potential, and make provision for future utilization of the addi- 
tional power that would result from improvement of flow through possible future 
egulation of Lake Erie and the upper Great Lakes. The studies already com- 
leted and in progress indicate the general nature of plans and provisions neces- 
sary for initial redevelopment of Niagara Falls. The investigations of lake regu- 
ition will also be important in providing the definite basis for ultimate develop- 
ment. 

As indicated in the foregoing, the Department of the Army favors redevelop- 
ment of Niagara Falls as soon as possible and, therefore, favors the procedure 
which will result in such development at the earliest possible date in such a man- 

as to make provision for other purposes involved and for full utilization of 
existing and future power potential. Whether the project should be constructed 

y a State agency as 8. 2966 provides, and as 8S. 1971 provides, or by the Federal 

vernment or private enterprise, as 8S. 1851 and S. 689, respectively, provide, 

a matter to be decided by the President and the Congress. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army 
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MONDAY, MAY 3, 1954 


Untrep Strares Senate, 
ComMMITTEE ON Pusiic Works, 
Washington, D. C. 

The committee met, pursuant to call, at 11:07 a. m., in room 412, 
Senate Office Building, Senator Edward Martin, chairman of the 
committee, presiding. 

Present: Senators Martin (chairman), Case, Bush, Holland, Sten- 
nis, and Burke. 

Also present: Charles N. Kapnic, chief clerk; Eloise Porter, assist- 
ant clerk; Ellsworth W. Bassett and Theo W. Sneed, technical staff 
members. 

The CuatrmMan. The committee will come to order. 

This morning we will hear Senator Case. 

You may proceed, Senator Case. 


STATEMENT OF HON. FRANCIS CASE, A UNITED STATES SENATOR 
FROM THE STATE OF SOUTH DAKOTA 


Senator Casz. Mr. Chairman, at the outset I should like to thank 
you for the courtesy of arranging for this hearing and the patience 
that you and the committee have shown with my interruptions of 
some of the witnesses who have appeared before the committee. 

The CHarrMan. All of these interjections are, I think, worth while, 
and that is particularly true of yours, Senator Case, because not only 
the questions you ask on Niagara power, but the other projects before 
this committee, are good, intelligent, and to the point questions. Our 
whole committee has been engaged in these questions, and I think 
they should be encouraged, because the purpose of these hearings is 
to ascertain facts. You are to be commended favorably for that. 

Senator Casr. I appreciate very much the chairman’s remarks. 

At first blush one might wonder why I should introduce a bill 
dealing with the proposal for development of power on the Niagara 
River. I have no interest personally in New York State. I have no 
business associates in New York State. I have no ties particularly 
with New York State other than that my grandfather left there in 
about 1858 and went West. 

But in any event I became interested in this legislation as we heard 
it first presented because, I think, of a sentimental interest in Niagara 
Falls. As a small boy I heard of Niagara Falls as one of the great 
attractions of the United States and on the first trip I took to the 
eastern part of the United States when I was about 19 I arranged my 
train schedule so I could go by way of Niagara Falls and see it. 


449 
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I thought it was one of the great scenic attractions. I think all 
Americans have had an interest in Niagara Falls. 

At the first suggestion of the development of power for Niagara 
Falls I had about the same reaction that I would if somebody said 
we would develop power from the great falls of Yellowstone or Yose 
mite, and it may be that the feeling that Niagara Falls has repre 
sented some great national asset in the way of scenic attractions and 
a thing of beauty and wonder led me to question why a bill should 
be proposed or passed by the Congress that would be susceptible to 
the charge which Governor Dewey made against the so-called Miller- 
Capehart bill, that would turn the resources for development over 
to five private utility companies. It may be that the bill offers cer 
tain satngnand for the preservation of the beauty of the falls. It 
may be that it offers preservation for public interests in other ways, 
but the suggestion of passing a special bill to make the resources of 
Niagara available for de velopment by private interests raised a big 
doubt in my mind, 

The other day I was talking with the person who is connected with 
conservation in the country. I asked him what would happen if we 
were to propose a bill that would permit some private utility company 
to develop the power potential of Yosemite Falls, and he looked at 
me sort of surprised and he said “Why, of course all hell would break 
loose.” 

I just submit that as a reaction to a proposal to use any of the 
great falls of the West for power purposes. 

As I said, it may be that the bill proposed writes into legislation 


something that would offer protection, but all along in the discussion 
as I have heard it the thought occurred to me that it was difficult for 
Congress to act as a police body i in a project of this sort, that it seemed 
to me that Congress is hardly well equipped for writing legislation 
that attempts to spell out the details for all the questions that arise 
as to financing, as to the disposition of the power, from a project 
which is directly made available to pr ivate interests. 


So, I naturally thought to myself “Why isn’t this handled by the 
Federal Power Commission? Why do we have a regulatory body, a 
licensing body, to deal with the great water resources of power de- 
velopment and then take this matter out of their hands?” 

Looking into it informally then I ran into the fact, and it was 
developed in the earlier testimony before the committee, that the 
reason why this doesn’t come under the Federal Power Commission 
is because of the reservation of the Senate in the treaty with Canada 
concerning the uses of water of the Niagara River. There was a spe- 
cific exemption included which exempted the waters of the Niagara 
from application of the general rule. 

It seemed to me logical that. we should lift that exemption. So, 
at the end of the first session of the 83d congress I asked the drafting 
service to draft legislation, which they did, and I introduced it on 
the 3d of August 1953. The bill is S. 2599, a very brief bill which 
merely proposes that, “pursuant to the provisions of the reservation 
of the Senate of the United States of America and Canada concerning 
the uses of the waters of the Niagara River signed February 27, 1950) 
(Executive N, 8ist Congress, 2d session) that provides that no project 
for redevelopment of the United States share of such waters for 
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power purposes shall be undertaken until it be specifically authorized 
by Act of Congress, any such project for the redevelopment of the 
United States share of such waters may be undertaken if authorized 
in accordance with existing general laws of the United States relating 
to the authorization of such projects, and such authorization shall 
constitute compliance with the above reservation.” 

The effect of that language would be to make the disposition of the 
waters of the Niagara for power purposes subject to licensing by the 
Federal Power Commission. 

The second thing that needs to be pointed out, although I am sure 
the members of the committee are familiar with it, is that under the 
Federal Power Act as amended, a proposal by a public authority such 
as the State of New York would require that the Federal Power 
Commission give it the first chance at development if it seeks it, sub- 
ject, of course, to the applicable provisions of the Federal Power Act 
vf 1920 as subsequently amended. 

The testimony before the committee is that the New York Power 
Authority would make an application and, of course, if it did, then its 
development would also be subject to the provisions of the New York 
State law governing the powers of that authority. 

Now, then, I should like to address myself to 2 or 3 phases of the 
thing that have arisen since the introduction of the legislation. 

First on the constitutionality of the proposed legis: ation, and I 

ean not merely the bill that I have suggested but the other bills 

hat have been before the committee. 

On March 15, 1954, the Supreme Court of the United States deliv- 
ered an opinion on a case involving the Federal Power Commission, 
petitioner, versus Niagara Mohawk Power Corp. This opinion has 
aroused a great deal of interest, particularly because of its possible 
application to Niagara 

Obviously the opinion can be interpreted various ways, and no per- 
son can predict exactly how the Supreme Court might rule on the 

specific question as to whether the Congress could const tutionally 
lirect the Federal Power Comite to award a license for the 
Nia gars development to certain private companies, as provided in 
H. R. : 1351, the so-called Miller-Capehart bill. 

sut one interpretation has been expressed capably in an article 
written by Mr. Alan 8. Emory, appearing in the Watertown (N. Y.) 
Daily Times of Mar. 16. Here are some excerpts from that article: 

Despite a 4-to-3 decision on the technical issue before the court, all seven 
justices agreed on the one issue that concerned the Dewey administration. They 
were unanimous that New York had proprietary rights in Niagara River waters 
ind any use of the water that the Niagara Mohawk Power Corp. might have 
esulted from a State grant and was limited to that grant. * * * 

The decision implied that if Niagara Mohawk had got the right to use the 
water from New York State in 1920 it would have to come back to the State again 
to use the additional river water at stake in the current controversy, Federal 
license or no Federal license. * * * 

In agreeing with the court of appeals that the Federal Power Act had not 
abolished water rights existing under State law, the Supreme Court hinted that 
New York could overturn an FPC license by refusing to grant water rights. 

Therefore, even if the private power companies were granted an FPC license 
on Niagara they could not build the project without New York’s blessing. And, 
since the State wants to construct the $400 million hydro plant itself, the five- 
utility combine would be out of luck. 
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Parenthetically at this point I will remind the committee that in his 
testimony here Mr. Robert Moses, the new chairman of the New York 
Power Authority, indicated that the Power Authority of the State 
of New York would fight any award of a Niagara license to the five- 
utility combine to the highest court. I point this out because it seems 
to me that this decision of the Court has thrown a grave doubt upon 
the possible usefulness of the so-called Miller-Capehart bill in pro 
viding for any development of Niagara whatsoever. 

In order to convey to the committee the tone of the Supreme Court 
opinion, I will cite a few excerpts: 

Page 1. 

The most significant issue raised by this case is whether the Federal Water 
Power Act of 1920 has abolished private proprietary rights, existing under State 
law, to use waters of a navigable stream for power purposes. We agree with 
the court of appeals that it has not. * * * 

That is, the Court said that the Federal Water Power Act had not 
abolished the rights existing under State law and that, by implica- 
tion, would mean that if the private companies wanted to operate 
they still would be subject to whatever proprietary rights the State 
of New York has in Niagara. 

Senator Srennis. Even if we pass the Capehart bill? 

Senator Casr. That is right. 

Senator Burke. Or the Roosevelt bill would have the same weak- 
ness. 

Senator Case. That is right. 

Senator Hotianv. I do not agree with that. I personally asked 
Mr. Moses what their attitude would be if there was an act of Congress 
to short circuit the proprietary interest of the State of New York, 
and he said they would fight it to the highest court. 

Senator Busu. If the State has a proprietary interest, why wouldn’t 
it be as much a matter of proprietary interest in one case as another? 
Senator Hotianp. The decision that Senator Case reads from re- 
lates to private grants to private power companies. It wouldn’t relate 

necessarily to later grants at all. 

Senator Busu. Doesn’t it establish the principle of State authority! 

Senator Hottanp. My understanding is that the Court has up- 
held very thoroughly in another deci ision the right of the Federal 
Government to dev elop power out of navigable streams, and that is 
no longer in issue. That is undoubtedly the law at the present time. 
Is there any contest? Does anyone question that? 

Senator Busn. We will come to that in a little while respecting some 
of these other projects, and what the State laws were out there, and 
how they might be similar. 

Senator Hottanp. The way I understand it is that the question first 

came up only ona multipurpose project where there w on control 
or reclamation or navigation involved and the Court upheld the right 
of the Federal Government to develop power as an incident to those 
other things. 

Since that time my understanding is that they have gone much 
further and upheld the right of the Federal Government to the devel- 
opment of the power in the navigable streams. If that isn’t the under- 
standing of all of us, then I suggest we have a study made immediately 
and report for the record as to what the pore state of the law is on 
that. What is your understanding of that, Senator Case? 
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Senator Case. I have a little study on that incorporated in the 


memorandum. I am inclined to think that for the purposes of the 
hearing this morning I would rather not go into that. I think it 
would be desirable to have a full study made. 

Senator Stennis. I beg your pardon. I am interested in hearing 
what you want to present. 

Senator Casr. I would like to make the positive case for my bill 
rather than devoting too much time to this constitutional auestion. 

Senator Hortanp. Pardon me. I certainly want you to go ahead 
nd make the case. The thing I was throwing out was the doubt 
that the conclusion you make follows necessaryily simply because 
the decision which affects the granting of the rights made before 
the passage of the Federal Power Act by the States, as to whether 

not it is equally to cover all grants made after that time. I do not 

think that follows: 

Senator Casr. I think you make a point that should be considered. 
My recollection is that the State of New York on many occasions, 
even at the time that Charles Evans Hughes was governor, asserted 
itself as interested in the Niagara River and the point, whatever you 
decide or whatever the committee might feel with respect to the con- 
titutional implication of later rights, I think still that the statements 
which you elicited from Mr. Moses that they would fight any such 
award to the highest court raises the doubt that the Miller-Capehart 
bill would be a useful vehicle bill to pass. I think we might get into 

lot of long, drawn-out litigation. 

Senator Horianp. With that I thoroughly agree. 

Senator Case. Then on page 12, quoting First Jowa Cooperative v. 
‘ederal Power Commission (328 U.S. 152, 171): 

rhe act discloses both a vigorous determination of Congress to make progress 
with the development of the long-idle water power resources of the Nation 
nd a determination to avoid unconstitutional invasion of the jurisdiction of 

States. * * * The act leaves to the States their traditional jurisdiction sub- 

t to the admittedly superior right of the Federal Government, through Con- 

gress, to regulate interstate and foreign commerce. * * * 


Then again, on page 13: 


tiparian water rights, like other real property rights, are determined by State 
law. Title to them is acquired in confromity with that law. The Federal 
Water Power Act merely imposes upon their owners the additional obligation of 
using them in compliance with that act. 


On page 18, quoting Representative William L. LaFollette of Wash- 
ington to establish legislative intent : 


This bill [that is the predecessor of the Federal Water Power Act] is not 
based on either the Government’s ownership or its sovereign authority, but on 
the hypothesis that we as representatives of the States have authority to act 
for the States in matters of this character and pass laws for the general good, 
by the establishment of a limited trusteeship or commission composed of officials 
of the Government, to carry out and administer this law in such a way as not 
to infringe any of the rights of the States nor to impede or restrict 


uavigation, * * * 

Then, even in the dissenting opinion of Mr. Justice Douglas, which 
appeared on page 19 with respect to the accounting issue that was 
involved in this Mohawk Corporation Act, Mr. Justice Douglas said, 
“T agree that the Federal Power Act was not intended to interfere 
with water rights created by State law.” 
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So again commenting parenthetically, I remind the committee that 
the State of New York has repeatedly and persistently asserted its 
claim to the Niagara River, including the power potential. 

If there should be any question on that I should like to submit a 
memorandum on it. I have run across many references to the asser- 
tions of 7m ‘est in the water of the Niagara by such oustanding Gover- 
nors as Gov. Alfred E. Smith, Gov. Charles Evans Hughes, and all 
down the line. They have never taken any other position. 

Senator Hottanp. May I digress there long enough to say that I 
thoroughly agree with that position that they have taken, and also 
that they have taken the position. The point I was making a while 
ago was that, at least it is my understanding that the Federal Gov 
ernment has the power and authority to grant to develop and, while 
I do not favor such development by the Federal Government in this 
case, I would not want for us to admit anything, but if there is a 
question of the Federal Government’s right in other cases to proceed 
with important power projects important to the Nation, and I do 
request that our counsel, our staff procure a short statement as to 
what the law is now with reference to Federal rights over navigable 
streams so that we will not have any possible doubt as to just what 
the situation is. 

Senator Busi. Would this be called a navigable stream, this river? 

Senator Hotnanp. Yes. 

Senator Busn. Because it is navigable at certain portions of it? 

Senator Hortnanp. That is right. The mere fact that it isn’t 
navigable at the spot doesn’t mean it isn’t navigable. 


Senator Busu. Has it been so declared by the War Department 
in days gone by? 

Senator Casr. I suggest to the staff that they take particular notice 
of what the Supreme Court in this case said at page 9, that is in the 
case of the Federal Power Commission versus the Niagara Mohawk 
Corp., and Ldo invite your attention to the fact that the Court did say: 


While we recognize the dominant servitude in favor of the United States, 
under which private persons hold physical properties obstructing the navigable 
waters of the United States and all rights to use the waters of those streams, we 
recognize also that the exercise of that servitude, without making allowances 
for preexisting rights under State law, requires clear authorization. 


And then the Court cited: 


A classic example of such clear authorization appears in United States v. Chan- 
dler-Dunbar Company (229 U. 8.53). The act of March 3, 1909, there authorized 
the exercise of the dominant right of the United States to take all of a navigable 
river’s flow for purposes of interstate commerce. * * * It said: 

“Sec. 11. * * * The ownership in fee simple absolute by the United 
States * * * is necessary for the purposes of navigation of said waters.” 


And there is some question as to whether or not the Niagara would 
be said to be in fee simple absolute by the United States. So that I 
suggest that the staff in checking it up give certain note to that. 

(The information requested is as follows :) 


COMMITTEE ON PUBLIC WoRKsS 


Staff memorandum covering : 
(1) Right of Federal Government to develop hydroelectric power on 
navigable streams. 
(2) Applicability of March 15, 1954, Supreme Court decision to water 
rights granted by the States subsequent to enactment of the 1920 Federal 
Power Act. 
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(1) The right of the Federal Government to undertake improvements in 
navigable waters for the purpose of developing nydroelectric power or for other 
purposes other than to aid navigation has been upheld by various Supreme Court 
lecisions. Excerpts from pertinent decisions follow: 

While Federal power over navigable streams is derived from the commerce 

ause of the Constitution (particularly the power to aid navigation), at least 
one recent decision of the Supreme Court holds that the United States enjoys the 
sume extent of power over navigable streams even when the purpose of Federal 
action is not to aid navigation as it does when the purpose is to aid navigation 

U. 8S. v. Appalachian Electric Power Co. (1940) 311 U. S. 877). The rationale 
f this position seems to be that the commerce power vests in the United States 
muplete control of the waters of a navigable stream for the purpose of aiding 
ivigation; therefore no private property rights as against the United States 
in ex#st in navigable waters or their flow or level: therefore the United 
States has complete control of navigable waters for purposes other than 
avigation, 

Whether or not one agrees with this reasoning or with the end result, 
he decision of the Appalachian case has not been challenged and the rule of 
aw announced therein has been cited in subsequent cases. U.S. v. Willow River 
Co., supra. Justice Douglas’ concurring opinion in U. 8. v. Gerlach Livestock 

(1950) 3839 U. S. 725, 756) states: 
I think it is clear under our decisions that respondents are not entitled to 
ompensation as a matter of constitutional right. For we have repeatedly held 
it there are no private porperty rights in the waters of a navigable river. See 
ted States v. Appalachian Power Oo, (311 U. S. 377, 424); United States v. 
ommodore Park (824 U. 8. 386, 890-891) ; United States v. Willow River Co. 
t U. S. 499, 510). This is true whether the rights of riparian owners or the 
rights of appropriators are involved. See Gibson v. United States (166 U. 8S. 
269): United States v. Rio Grande Irrigation Co. (174 U. 8. 690). As the Ap 
achian Power case (311 U. S. 424, 427), makes plain, the existence of property 
hts in the waters of a navigable stream are not dependent upon whether 

e United States is changing the flow of the river in aid of navigation or for 

me other purpose.” 

(2) The exact status of water rights established or granted under State law 

ppears to remain somewhat confused in spite of several Court decisions bear- 

ing upon various phases of the subject. Discussion with the Chief Counsel of 
he Federal Power Commission who has handled many such cases confirms 
is observation. 

Che recent Supreme Court decision (Federal Power Commission v. Niagara 
Vohawk Power Corp., Mar. 15, 1954) had the following principal issue: 

The most significant issue raised by this case is whether the Federal Water 
Power Act of 1920 had abolished private proprietary rights, existing under State 

w, to use waters of a navigable stream for power purposes. We agree with 

e court of appeals that it has not.” 

Che rights referred to were apparently acquired prior to enactment of the 

0 Federal Power Act. There appears to be nothing in the opinion to indi- 

ite that similar rights acquired after 1920 would not be upheld. 

Che Court pointed Out that the rights in question “* * * are usufructary 

ehts to use the water for the generation of power, as distinguished from 

1ims to the legal ownership of the running water itself. They are rights 

use the force of the fall of the water, coupled with an obligation to return 
the water to the river under specified conditions, The rights under considera- 
tion originally were attached to riparian lands above and below the falls. 
However, they long have been separated from such lands and, thus separated, 
they have been transferred or leased to respondent. Under the law of New 
York, they constitute a form of real estate known as corporeal hereditaments,” 

The Court further states: “We conclude, as did the court of appeals, that, 
even though respondent’s water rights are of a kind that is within the scope 
of the Government’s dominant servitude, the Government has not exercised 
its power to abolish them. While we recognize the dominant servitude, in 
favor of the United States, under which private persons hold physical prop- 
erties obstructing navigable waters of the United States and al! rights to use 
the waters of those streams, we recognize also that the exercise of that servi- 
tude, without making allowances for preexisting rights under State law, requires 
clear authorization.” 

Also in the opinion, there appears the following: “It [the Federal Power Act] 
makes no express assertion of the paramount right of the Government to use 
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the flow of the Niagara or of any other navigable stream to the exclusion ot 
existing users. On the contrary, the plan of the act is one of reasonable regula- 
tion of the use of navigable waters, coupled with encouragement of their develop- 
ment as power projects by private parties.” 

There is still a more recent action by the Supreme Court which may have 
some bearing upon this subject. On April 5, 1954, the Court declined an 
application to take up a case which had been decided in the court of appeals 
on October 5, 1953, State of Washington v. F. P. C. The Federal Power Com 
mission had granted a license to the city of Tacoma, Wash., for a large hydro 
electric development on the Cowlitz River, a navigable stream. This was issued 
notwithstanding the fact that a recent State law prohibited the construction 
of any dam with a height greater than 25 feet on that stream, and that approval 
of the State Fish and Game Commission as required by State law was not 
obtained. The State instituted action to set aside the license because of non 
compliance with these State laws. 

The court of appeals denied the State’s petition and upheld the Federal 
Power Commission license. It held that the evidence sustained the finding that 
the dams were necessary to meet the power shortage in the area, and that the 
project was best adapted to the comprehensive plan for developing the waterway 

In its opinion the Court cited the following from First Jowa Hydro-Electric 
Corp. v. F. P. C. (328 U. 8. 167): 

“If section 9 (b) [of the Federal Power Act] were construed to require 
compliance with State laws in every instance, it would make every application 
to the Federal Power Commission subject to State control in direct contra- 
diction to the congressional mandate that the project be subject to ‘the judg- 
ment of the Commission.’ 

“Section 9 (b) does not in itself require compliance with State law; it only 
empowers the Commission to require such evidence of compliance with State 
law as, in the Commission’s judgment, would be ‘appropriate to effect the pur 
poses of a Federal license on the navigable waters of the United States.’ ” 


Senator Casr. A second issue that has come up has related to the 
distribution of the power, and Senator Lehman and Congressman 


Roosevelt both spoke of applying the Federal preference clause. 

I was visited by representatives of the Public Power Association 
and I have had some telegrams saying that there would be more 
support for my bill from the public power people if I would write 
into this a specific provision applying the Federal preference law to 
this particular case and requiring the Federal Power Commission 
to apply it, the same as if the projects were financed by the Federa 
Government. 

Two kinds of preference have been discussed. The Lehman-Roose 
velt bill provides for what is called the Federal-type preference. 

It has been maintained that this type of preference has become 
imbedded in law for over a half century so that it has become national 
policy and therefore must be inc orporated in any Federal legisla- 
tion having to do with Niagara. That statement I have never per 
sonally accepted because actually when you go back to the original 
act of 1902 with reference to the development of power in the Bure au 
of Reclamation projects it did provide for preference to municipali 
ties, but it was not the type of preference now written into law such 
as in the Flood Control Act of 1944. Municipalities were given pre 
erence in those early acts for 2 reasons: 1 was to get the support eae 
city districts authorizing irrigation projects in “the West, and that 
preference helped to elicit some support and that was quite a dif- 
ferent purpose than that in the present preference act. 

They wanted to get a very substantial return from the revenue 
from power in order to underwrite a part of the cost of the dams 
and thereby reduce the cost of water to the water users on irriga- 
tion projects, and the original—I believe the Newlands act, but in 
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any event the act of 1902 did not require the water to be sold at the 
lowest possible rate. 

On the contrary, the Bureau of Reclamation sought to get the max- 
imum revenue from power in order to reduce the cost to water users. 
The clause written into the Flood Control Act of 1944 not merely 
required a preference to be given to rural cooperatives, but it has 

. specific provision with respect to giving the power at the lowest 
vossilale 4 rate consistent with the widest possible use of electricity. I 
think that is generally the purpose of it. 

There is another reason why I do not feel that the Federal pref- 
erence should be written into the law. The so-called Federal-type 
preference has traditionally applied to projects undertaken and 
financed by the Federal Government. But none of the bills before 
this committee provide for Federal development of Niagara by appro- 
priation in the fashion that a great many projects which we think of 
is Federal power projects have been provided. And neither the 
federal Power Commission nor the Congress has ever directed that 
non-Kederally developed power, such as will be produced at Niagara, 
be distributed in accordance with Federal-type preference. 

Senator Horianp, Is it the purpose of your bill to give the Fed- 

ral Power Commission authority to deal with the situation of the 
remaining unused Niagara water just the same as they did with the 
St. Lawrence rapids below and just as clear recognition of the State 

hority and the laws governing it as was granted in that case ¢ 

Senator Casr. I would assume so, subject to the possibility that if 

‘ New York Power Authority applies for it, they would also apply 
: provisions of law relating to it, notably section 5 of the New York 
ablic Power Authority Act. 

In line with what Senator Holland has suggested, it should be 
ointed out that in opinion No. 255, making the St. Lawrence award, 

: Commission officially disclaimed any right or authority to impose 
y preference clause having to do with the sale and distribution of 
power, 

Senator Hotnianp. They recognize the State law as applicable to 
at. 

Senator Caspr. Yes, so any legislation that would direct this would 
tablish a precedent and the thing that appeared to me last summer 

to the extent that I heard them, because I was not present at the joint 
earings at the House, was that it would seem appropriate to make 
ie general law applicable and I felt if I were to make the Federal 
reference law applicable, I would in turn be making it special law 

d lose the logic of my position. 

Che chairman of the New York Power Authority has declared 
uite positively that the State of New York will not accept legislation 
hich would permit the authority to assume the burden of financing 
nd constructing the project, but would not let the State determine 
ow the power should be distributed to consumers within the State. 

It seems to me that it would be illogical to expect that the authority 
f the State of New York, its legislation, its machinery and a body 
reated under those laws should be expected to handle the financing 
ind the construction of the project and then be denied the privilege of 

operating under the State law in the distribution of power. 

That has peculiar significance in the State of New York because 
as I tried to develop from some of the witnesses, in my State for ex- 
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ample before the REA there was very little rural electrification, almost 
none, you might say. There would be a few people who lived on the 
outskirts of some town or city who might persuade the local utility 
to string some power their way at a very high rate. But New York 
State has had a large development of local power before the advent 
of REA. 

I believe that Governor Dewey said that 98 percent of the consumers 
of the State of New York were served by private utility companies. 
I believe that Senator Lehman used the figure of 95 percent. But 
whether 95 percent or 98 percent, the point is valid, I think, that to 
apply the Federal preference law to the Niagara when you contem 
plate development of the power by the New York State Power Author- 
ity would result in the exporting of a great deal of that power to 
consumers elsewhere and defeat the purposes of the New York Power 
Authority Act which, I think, in section 5 clearly calls for giving the 
consumers in the area and within a reasonable transportation distance 
the benefits of the development. 

The committee will recall that at the conclusion of Mr. Moses’ direct 
testimony, rather than have an additional hearing in the afternoon, | 
asked permission to ask him certain questions by letter so that we could 
have some direct questions and not prolong the hearing. 

The CHarrman. Senator Bush, I am terribly sorry but when I 
arranged this hearing for this morning I thought I had an appoint 
ment at 1 o’clock in town, but instead I find out that it is at 12 o'clock. 
So, will you please take over, Senator Bush, as chairman. 

Senator Busn. Yes, Mr. Chairman. 

Senator Case. Mr. Chairman, before you leave, could I call atten- 
tion to the fact that we have departmental reports from the Federal 
Power Commission, from the Department of State, from the Depart- 
ment of the Army, all reports being favorable to the bill which 
introduced, 8. 2599, and ask for their incorporation in the record. 

The CratmrmMan. Without objection, they will be incorporated 
the record. 

Does the Bureau of the Budget favor this bill ? 

Senator Case. Yes; and the others that I mentioned. 

(Reports from Federal Power Commission, Department of State, 
Department of the Army, and Bureau of the Budget are as follows:) 

FeperRaAL Power COMMISSION, 
Washington 25, April 12, 1954 
Hon. EDWARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate, Washington 25, D. C. 

DeaR Mr. CHATRMAN: In response to your request there are enclosed three 
copies of the report of the Federal Power Commission on the bill 8. 2599, 83d 
Congress, to authorize the construction of certain works of improvement in the 
Niagara River for power and other r purposes. 

We have just been advised that there is no objection by the Bureau of the 
Budget to the presentation of this report to the Committee on Public Works. 

Sincerely yours, 
JeROME K. KUYKENDALL, Chairman 


FEDERAL PowrR COMMISSION REPORT ON S. 2599, 83p CoNGRESS 


A BILL To authorize the construction of certain works of improvement in the Niagara 
River for power and other purposes 


This bill wou]d authorize redevelopment of the Niagara River to provide for an 
increase in the hydroelectric capacity on the United States side of the inter- 
national boundary without injury to the scenic beauty of the falls. The Niagara 
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Treaty under which this redevelopment may be undertaken was ratified on 
August 9, 1950 (1 U. S. T. 694). Canada immediately started work to utilize 
the additional diversion permitted on the Canadian side and will complete her 
ower facilities before power facilities can be constructed on the United States 
side. Canada, therefore, may use temporarily part of the diversion authorized 
for the United States. 

It is expected that generating capacity of 1,695,000 kilowatts can be installed 
on the United States side with an average annual output of approximately 11.6 
billion kilowatt-hours. By comparison, the ultimate installed capacity of the 
Boulder project is 1,827,500 kilowatts with an average annual output of 5.3 billion 

ilowatt-hours. At Grand Coulee the ultimate capacity is 1,944,000 kilowatts 
vith an average annual output of 12.5 billion kilowatt-hours. And on the St. 
Lawrence there will be about 940,000 kilowatts on the United States side with an 

uverage annual output of 6.3 billion kilowatt-hours. It is neither good business 
ior in the public interest to continue to waste the waterpower resources at Ni 
igara Falls. 

The bill provides that redevelopment may be undertaken if authorized in ac- 
ordance with existing general laws of the United States relating to the author- 

ation of such projects. The Federal Power Act is a general law relating to 
water-resources development and utilization for the production of hydroelectric 

ywer and other purposes pursuant to licenses issued by the Federal Power Com 
nission. Therefore, under this provision of the bill the Commission would be 
uthorized to issue a license authorizing the redevelopment under the terms and 
conditions of the Federal Power Act to citizens of the United States, or to any 
sociation of such citizens, or to any corporation organized under the laws of the 
United States or any State thereof, or to any State or municipality. 

The bill therefore would be consistent with the general policy of complete 
nalysis and fullest development which has been in effect since the enactment of 
ie Federal Water Power Act in 1920 in the utilization of water-power resources 
y non-Federal agencies and would provide for consideration of all of the factors 
hich should be considered under the Federal Power Act, including consideration, 

rsuant to section 7 (b) of the act, of the question whether the redevelopment 
hould be undertaken by the United States itself. 

Accordingly, the Commission recommends early enactment of legislation which 
vill provide for full use of these waterpower resources and, if non-Federal de 
elopment is to be permitted, the Commission recommends enactment of S. 2599 

FEDERAL POWER COMMISSION, 
JEROME K. KUYKENDALL, Chairman. 


APRIL 9, 1954. 
Hon. EpWARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 

DEAR Mr. CHAIRMAN: Reference is made to your request for a report on 8. 2599, 
Sad Congress, a bill “To authorize the construction of certain works of improve- 

ent in the Niagara River for power and other purposes.” 

The Department of the Army has considered the above-mentioned bill. The 
purpose of the bill is to permit power redevelopment at Niagara Falls to be 
indertaken if authorized in accordance with existing general laws of the United 
States relating to such projects. The bill provides that such authorization would 
constitute compliance with the reservation of the Senate in ratifying the treaty 
between the United States and Canada concerning the uses of the waters of the 
Niagara River; this reservation states that no project for redevelopment of the 
United States’ share of the waters of the Niagara River for power purposes 
shall be undertaken until it be specifically authorized by act of Congress. 

As stated in reports to your committee on bills S. 689, S. 1851, and S. 1971, the 
Department of the Army does favor the early accomplishment of a project to 
develop the United States’ share of the diversion of water for power at Niagara 
Falls. Whether the project should be authorized specifically, as provided in 
those three bills, or whether the work should be authorized in accordance with 
existing general laws, as would be permitted if S. 2599 were enacted, concerns a 
policy matter to be decided by the President and the Congress and with respect 
to which the Department of the Army would prefer to withhold comment. 


48161—54——_-30 
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With reference to line 4 of the bill, it appears that certain language has been 
inadvertently omitted and that after the word “States” the language “in ratifying 
the treaty between the United States” should have been inserted. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rovert T. STEVENS, 
Secretary of the Army. 


DEPARTMENT OF STATE, 
April 8, 1954. 
Hon. EpWARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 

My Dear SENATOR MartTIN: Reference is made to your letter dated August 4, 
1953, and the reply of this Department dated August 7, 1953, concerning your 
desire to receive the suggestions of this Department regarding 8S. 2599. “To author- 
ze the construction of certain works of improvement in the Niagara River for 
power and other purposes.” 

As a matter of form, it is suggested that in lines 6 and 7 of the bill, the words 
“(Executive N, 8ist Cong., 2d sess.),” be stricken out and there be substituted 
therefor the official citation for this treaty, namely, “(TIAS 2130); 1U.8. T 
394) .” 

There is no objection to the enactment of this legislation so far as the interests 
of the Department of State are concerned. 

The Department has been informed by the Bureau of the Budget that there is no 
objection to the submission of this report. 

Sincerely yours, 
(Signed) THruston B. Morton, 
Assistant Secretary 
(For the Secretary of State) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 6, 1954. 
Hon. Epwarp MARTIN, 
Chairman, Committee on Public Works, United States Senate, 
Senate Office Building, Washington 25, D. C. 

My Dear Mr. CHAIRMAN: This will acknowledge your letter of August 4, 
1953, inviting the Bureau of the Budget to comment on §8. 2599, a bill to author 
ize the construction of certain works of improvement in the Niagara River for 
power and other purposes. 

S. 2599 would permit the development of the resources of the Niagara River 
in accordance with existing general laws of the United States, i. e., under a 
license granted by the Federal Power Commission. The bill further provides 
that this procedure shall satisfy the reservation imposed by the Senate when 
it consented to the treaty between the United States and Canada governing 
the use of the waters of the Niagara River. 

The Bureau of the Budget, in a letter dated June 24, 1953, commented on 
two other bills relating to the development of the Niagara River. In that letter 
we also suid: “Since the relative merits of the differing proposals for such a 
large development are necessarily complex, it is the view of this office that a 
complete analysis is essential and can best be accomplished by removing the 
existing barrier to the consideration by the Federal Power Commission under 
the Federal Power Act of proposals for redevelopment. Accordingly, the Bu- 
reau of the Budget would recommend that the committee approve, in lieu of 
S. 689, S. 1851, and S. 1971, legislation permitting the Federal Power Commis- 
sion to so proceed.” Enactment of S. 2599 would be consistent with this view. 

In reaffirming this recommendation, the Bureau of the Budget of course does 
not intend in any way to judge whether the recent decision of the Supreme 
Court may have a bearing upon the licensing of projects under the Federal 
Power Act. 

Sincerely yours, 
ROWLAND HUGHES, 
Deputy Director 
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Senator Busu. Has the Department of Commerce taken a position 
on it? 

Senator Case. I don’t know. 

Senator Burke. Has any department of the Federal Government 
opposed the bill? 

Senator Casg. Not that I know of. In fact, the Bureau of the 
Budget opinion is so sweeping that I do not think any department 
would oppose it. 

Senator Busu. Did you invite opinion from them ? 

Senator Case. I don’t know whether we did or not. 

Since we have brought up these reports I will proceed with that 
and give Mr. Moses’ replies a little later. I will talk first of pref- 
erence. The letter from Mr. Moses is addressed to me and is dated 
A pril 23, 1954, and starts out as follows: 


Dear SENATOR: Since my letter of April 3, 1954, in answer to your questions 
f April 1, 1954, was written, I have been asked to be more explicit and to 
reply a little more fully. Rather than send you a supplementary letter, I have 
decided to substitute a new and fuller reply to your questions. The complete 
nswers are as follows: 


And then the questions of course were the questions which I had 
written and to which Mr. Moses was replying. The first question 


was: 


Question No. 1. Will you give assurance to rural and domestic consumers 
f the municipal and cooperative systems that they will receive adequate power? 
Will you encourage and make possible a heavier rural and domestic use of power? 


Che answer to that was as follows: 


This question can best be answered by quoting excerpts from section 1005, 
subdivision 5, of our Power Authority Act. 


(nd then he quotes: 


° * The development of hydroelectric power therefrom such projects (Niag- 


ira and St. Lawrence) shall be considered primarily as for the benefit of the 
people of this State as a whole, and particularly the domestic and rural con- 
sumers to whom the power can economically be made available, and accordingly 
that sale to and use by industry shall be a secondary purpose, to be utilized 
principally to secure a sufficiently high load factor and revenue returns to permit 
domestie and rural use at the lowest possible rates and in such manner as to 
neourage increased domestic and rural use of electricity. * * * 

In furtherance of this policy * * * the authority shall * * * make provision 
so that municipalities and other political subdivisions of the State now or here- 
fter authorized by law to engage in the distribution of electric power may 
secure a reasonable share of the power * * * and shall sell the same or cause 
the same to be sold to such municipalities and political subdivisions * * * sub- 
ject to conditions which shall assure the resale of such power to domestic and 
rural consumers at the lowest possible price * * *. 


Then my next question is numbered question No. 2 and is as follows: 


Will the power authority contract directly with REA and municipalities so 
they can be assured of benefits from the production of low-cost hydropower? 

Answer: The power authority can contract directly with RPA’s and munici- 
palities and, when it can be done economically, the authority will favor this 
method of distribution. On the other hand, the authority will not parallel exist- 
ing transmission lines where marketing can be accomplished more economically 
through existing channels. The power authority will market its power in a 
manner to produce the greatest benefit to the bulk of the users of power within 
the State consistent with sound financing. 


Senator Busn. I would like to correct something there. Mr. Bassett 
says that the Department of Interior and the Department of Com- 
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merce were not asked to comment on the Case bill. They have not 
stated any opinion. 

Senator Case. Then question No. 3 which I directed to Mr. Moses 
was as follows: 


Does the authority have the right to construct transmission lines to load 
centers so as to insure that REA and the municipalities can benetit from the 
production of low-cost hydropower? 

Answer: When the use of present or projected systems cannot be obtained at 
fair cost, the authority can and will build the necessary transmission lines. Our 
act does provide that we shall not needlessly parallel private lines when their 
use can be obtained in such a manner as to ensure the passing on of benefit to 
to domestic and rural consumers. We have no thought of putting private com- 
panies out of business nor of compelling municipal operation. 

Question No. 4: Does the New York plan of the power authority provide for 
the widest possible distribution of benefits among the greatest number of cus 
tomers, taking into account the system of power production and distribution 
existing in New York State and surrounding States? 

Answer: Yes. The plan assures the greatest possible benefit for the greatest 
number of consumers. Ninety-five percent of New York consumers are, at 
present, served by private companies. Our plan assures benefits for these as 
well as those served with publicly owned facilities. This assures benefits for 
the majority of consumers, no matter by whom served. Such assurances could 
not be given if the Gongress authorized private development of Niagara by the 
five companies or development under terms of the Lehman-Roosevelt bill. 

Of course, the pattern of distribution finally determined on in detail by the 
authority must be based upon the authority's ability to finance the project by 
the sale of revenue bonds to prudent and cautious investors. 


I might say that this concluding paragraph is not directly in answer 
to the question but is more or less in the nature of a comment by Mr. 


Moses. 


This will be contingent upon a sound marketing plan. We believe we can 
develop such a plan and thereby provide for the widest possible distribution 
of benefits to the greatest number of customers, including, incidentally, local 
industries and surrounding States. We would be less than candid if we did not 
emphasize this phase of the New York problem. The power authority bonds are 
not backed by public credit. Ours is not socialistic but a business organiza- 
tion under public auspices which must sell power to willing buyers at a rate 
sufficient to pay for amortization of its bonds, interest on them and operating 
expenses, 

The New York plan is an arrangement by means of which the State power 
authority, public, and private power can work together for the benefit of the 
consumers. 

Cordially, 


RoBert Moses, Chairman. 


In commenting on that, Mr. Chairman, I should like to say that 
a personal conference with Mr. Moses after his appearance here li 
stressed the point he makes in his last paragraph. He said that it 
true that under the REA type of development, extensions of systems 
can be made where the requirement of feasibility is met with a mini 
mum number of consumers per mile, and he felt that application o1 
rigid Federal preference provisions would defeat the possibility o! 
the New York Power Authority from working out a plan of dis 
tribution which would insure that revenues would accrue that would 
retire their bonds. 

While saying directly, as he has in response to these questions, 
they want to serve the greatest possible number of consumers with: 
the lowest possible rate, yet he wants it to be a business proposition 
because they have got to sell their bonds to people on a revenue basi: 
rather than by public credit. 
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So, all in all, I have felt that this legislation offers a good solution 
to the problem. We would have the continuing police power of the 
New York State authority and the Federal Power Commission as 
determined by the license which it might grant to follow through 
on the details, of course, and we would remove from Congress the 
almost impossible legislative burden of trying to police the protec- 
tion of the great beauties of Niagara Falls along with achieving a 
utilization not inconsistent with the preservation of those beauties. 

[ should like, because of its very great interest to the committee, 
to read this complete one-page letter which is the opinion of the 
Bureau of the Budget, Executive Office of the President, on this bill. 

The letter is dated April 6, 1954, and is addressed to the Honorable 
Edward Martin, chairman of the committee. 

[t says: 

Dear Mr. CHAIRMAN: This will acknowledge your letter of August 4, 1953, 
nviting the Bureau of the Budget to comment on S8. to authorize the 
construction of certain works of improvement in the Niagara River for power 

and other purposes. 

S. 2599 would permit the development of the resources of the Niagara River 
in accordance with existing general laws of the United States, i. e., under a 
icense granted by the Federal Power Commission. The bill further provides 
that this procedure shall satisfy the reservation imposed by the Senate when 
t consented to the treaty between the United States and Canada governing 
the use of the waters of the Niagara River. 

The Bureau of the Budget, in a letter dated June 24, 1953, commented on 
two other bills relating to the development of the Niagara River. In that 
letter we also said: “Since the relative merits of the differing proposals for 
such a large development are necessarily complex, it is the view of this office 
that a complete analysis is essential and can best be accomplished by removing 
the existing barrier to the consideration by the Federal Power Commission 
under the Federal Power Act of proposals for redevelopment.” 

Senator Busu. What was that existing barrier ? 

Senator Case. The existing barrier was the reservation in the 
treaty with Canada, and it was precisely to that point that my bill 
was addressed, to remove that barrier so the Federal Power Com- 
mission could engage in this complete analysis of this necessarily 
large, complex deve lopment. I feel that the Congress is not equipped 
to make that complete analysis or to follow through in the develop- 
ment of the Niagara River and falls and it would best be accomplished 
f we removed the barrier. 

Senator Stennis. It puts the Federal Power Commission under 
the wraps with that reservation, so to speak. 

Senator Casz. The bill provides that no project for redevelopment 
of the United States share of such waters for power purposes shall 
be undertaken until it be specifically authorized by act of Congress. 

In other words, it removed the Niagara from the application of 
the Federal Power Act. My bill says that any such project may be 
undertaken as authorized in accordance with the laws of the United 
States, and that would mean the Federal Power Act. 

Now to continue with the letter from the Bureau of the Budget, it 
goes on to say: 


Accordingly, the Bureau of the Budget would recommend that the committee 
approve, in lieu of S. 689, S. 1851, and S. 1971, legislation permitting the Federal 
Power Commission to so proceed. 


Now, I honestly cannot say to this committee that I had even seen 
that previous report on the legislation. Maybe it did come up at the 
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hearing which I attended. I do not recall; but, in any event, they 
could not have more clearly expressed the purposes of my bill than 
to say that this is legislation to permit the Federal Power Commission 
to so proceed. 

Senator Hotianp. You came to the same conclusion independently ? 

Senator Casr. I came to the same conclusion. I think that the 
committee members will bear out that there has been a consistent line 
of questioning pointed toward that end. 

Then the Director of the Bureau of the Budget, who was Deputy 
Director at that time, says: 

Enactment of 8. 2599 would be consistent with this view. 

In reaffirming this recommendation, the Bureau of the Budget of course does 
not intend in any way to judge whether the recent decision of the Supreme Court 
may have a bearing upon the licensing of projects under the Federal Power Act 

Sincerely yours, 
RowLANp HUuGHES, 
Deputy Director. 

The letter from the Department of State, I think is interesting, 
because it bears upon the executive agreement which raised the barrier. 

It is dated April 8, 1954, and it is signed by Thruston B. Morton, 
Assistant Secretary, and is addressed to the chairman of the com 
mittee. It states: 

My Dear SENATOR MARTIN: Reference is made to your letter dated August 
4, 1953, and the reply of this Department dated August 7, 1953, concerning your 
desire to receive the suggestions of this Department regarding S. 2599 to author- 
ize the construction of certain works of improvement in the Niagara River for 
power and other purposes. 

As a matter of form, it is suggested that in lines 6 and 7 of the bill, the words 
“(executive N, 8ist Congress, 2d session)” be stricken out and there be substi- 
tuted therefor the official citation of this treaty, namely, “(TIAS 2130; 1 UST 
694).” 

There is no objection to the enactment of this legislation so far as the interests 
of the Department of State are concerned. 

The Departm it has been informed by the Bureau of the Budget that there is 
no objection to ile submission of this report. 

I submit at this point, Mr. Chairman, that I think that those two 
opinions are the objective opinions. They are probably the two 
opinions that should be most controlling, the Bureau of the Budget is in 
the Executive Office of the President and the Secretary of State is 
interested because of being responsible for our relations with foreign 
countries and his approval eliminates any fear that this modifies the 
previous agreement in any objectionable way. 

Senator Busu. Do you take those statements to mean that both 
the State Department and the Bureau of the Budget would be opposed 
to the Miller bill? Might they not write another letter and say we 
have no objection to the passage of this legislation? It may sound 
facetious, but I am asking it in all seriousness. 

Senator Case. I think I would have to refer to the Bureau here, 
quoting what they said earlier on the Miller bill: 

Accordingly, the Bureau of the Budget would recommend that the committee 
approve, in lieu of S. GS9, S. 1851, and 8. 171, legislation permitting the Federal 
Power Commission to so proceed. 

Senator Busn. That is pretty definite. 

Senator Casr. Then the Secretary of the Army, under date of Apri! 
9, 1954, makes a report, and this is also directed to the Chairman of 
the committee. In the second paragraph of their letter they state: 
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The Department of the Army has considered the above-mentioned bill. The 
purpose of the bill is to permit power redevelopment at Niagara Falls to be 
undertaken if authorized in accordance with existing general laws of the United 
States relating to such projects. The bill provides that such authorization would 
constitute compliance with the reservation of the Senate in ratifying the treaty 
between the United States and Canada concerning the uses of the waters of the 
Niagara River; this reservation states that no project for redevelopment of the 
United States share of the waters of the Niagara River for power purposes shall 
be undertaken until it be specifically authorized by act of Congress. 

As stated in reports of your committee on bills S. 689, S. 1851 and S. 1971, the 
Department of the Army does favor the early accomplishment of a project to 
develop the United States share of the diversion of water for power at Niagara 
Falls. Whether the project should be authorized specifically, as provided in 
those three bills, or whether the work should be authorized in accordance with 
existing general laws, as would be permitted if S. 2599 were enacted, concerns 
a policy matter to be decided by the President and the Congress and with respect 

» which the Department of the Army would prefer to withhold comment. 

With reference to line 4 of the bill, it appears that certain language has been 

dvertently omitted and that after the word “States” the language “in ratify- 

r the treaty between the United States” should have been inserted. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

The interest of the Department of the Army, I think, is in the de- 
velopment of the power from a national defense st indpoint and they 
do want something done and I submit to the committee again that 
that objective would be delayed if the Congress were to pass legisla- 
tion which would throw this into interminable litigation between the 
New York Power Authority and the utility companies. 

We have also a letter from Mr. Jerome K. Kuykendall as Chairman 
of the Federal Power Commission. My copy of it isn’t dated. How 
ever, it is in response to the request of the chairman and it states 

n part: 

We have just been advised that there is no objection by the Bureau of the 

Budget to the presentation of this report to the Committee on Public Works. 


_, Leaving out the paragraph which reviews the history and the re- 
tatement of the bill, the communication then says: 


The bill therefore would be consistent with the general policy of complete 
analysis and fullest development which has been in effect since the enactment 
of the Federal Water Power Act in 1920 in the utilization of water-power resources 
by non-Federal agencies and would provide for consideration of all of the 
factors which should be considered under the Federal Power Act, including the 
consideration, pursuant to section 7 (b) of the act, of the question whether 
the redevelopment should be undertaken by the United States itself. 

Accordingly, the Commission recommends early enactment of legislation which 
will provide for full use of these waterpower resources and, if non-Federal devel- 
opment is to be permitted, the Commission recommends enactment of 8S, 2599. 


That is, they held open the question as to whether or not the Federal 
Government itself might undertake the project, presumably by Federal] 
financing, but, as I have stated, they said: 

Accordingly, the Commission recommends early enactment of legislation which 
will provide for full use of these waterpower resources and, if non-Federal devel- 
opment is to be permitted, the Commission recommends enactment of 8, 2599. 

Which would clearly indicate the preference for that over the Miller- 

Capehart bill. 

Senator Hottanp. Doesn’t it seem to you that when the Congress 
creates a quasi-judicial and quasi-legislative body like the Federal 
Power Commission for the express purpose of relieving Congress from 
the intolerable load of considering projects separately ‘that fall within 
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the jurisdiction of the Commission, that it would be a very unwise 
thing, striking at the wisdom of the whole system, for the Congress 
to try to assume independent handling b: ised upon its own grasp of 
the details, which is sure not to be very great, in the disposal of one 
of the major problems that could ever come before that Commission. 

Senator Case. I certainly do, and I might add to that, Senator 
Holland, that even if a given Congress and a given committee ad- 
clressed itself to the details existing at a particular time, that the per- 
sonnel of Congress and the personnel of the committees change, and 
once the authorization were made for the development, it is question- 

able whether in succeeding years you would have the benefit of the 
detailed study which would be provided i in this instance perhaps by 
two public bodies, the Federal Power Commission and the New York 
Power Authority. 

Senator Hottanp. One of my purposes in asking the question was 
to ask the Senator if it isn’t quite clear that the Federal Power Com- 
mission is not an executive agency, but is primarily a legislative agency 
viven some judicial power to act as a handmaiden of Congress. It is 
not an executive agency. 

Senator Case. That is correct. 

Senator Busu. The effect of this bill would be to require the Federal 
Power Commission to study this whole thing and recommend ‘the 
procedure to the Congress, is that it? 

Senator Case. No. The Federal Power Commission can license 
projects now, but it would require that in licensing any project, the 
requirements of the act of 1920 and its amendment I think in 1935 be 
followed. 

Senator Hotztanp. All of those amendments. 

Senator Case. Well, all of those amendments but in 1935 the act was 
almost rewritten and both of those acts lay upon the Federal Power 
Commission a definite responsibility to protect the public interest, to 
protect the interest so far as the natural resources are concerned and to 
protect it so far as exorbitant profits are concerned, and things of that 
type. It does provide that should there be a public body such as the 
State of New York apply for a license, it would give it preference, 
provided it met the other reasonable requirements of the Federal laws 
and a Federal license. 

Senator Busu. Then if this bill passed this matter would not neces- 
sarily come back before the Congress itself. They have a right to issue 
a license to whatever operator or authority they think should develop 
that power. 

Senator Horuanp. The Senator is correct. The Federal Power 
Commission is one of the Federal commissions which have been created 
not as executive agencies but because the burdens of Congress have 
gotten to be so heavy that it is necessary to delegate legislative func- 
tions and also judicial functions so that these inde ndent agencies 
serve primarily in the effort to help Congress in ashing ¢ definite and 
final decisions on problems which in the earlier days w ould have come 
direct to Congress. 

The effort to handle this by special legislation is sort of like we would 
be doing if we were asked to regulate ‘the problems of the New York 
Central Railroad by a special act rather than letting them be cleared 
through the Interstate Commerce Commission. 
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Senator Srennis. It is an international bill and would except it as 
such. 

Senator HoLianp. Yes. 

Senator STENNIS. May I ask an elemental question ¢ 

If this bill passes, the Case bill, then private interests can come before 
the Federal Power Commission, including the State of New York, if 
they want to? 

Senator Case. That is right. 

Senator Srennis. Including these five private companies or any 
other companies. 

Senator Case. Yes; but it is only fair to say that section 7 as 
amended of the Federal Power Commission laws says that: 

In issuing preliminary permits hereunder or licenses where no preliminary 
permit has been issued and in issuing licenses to new licensees under section 1 
hereof, the Commission shall give preference to applications therefor by States 
and municipalities, provided the plans for the same are deemed by the Commis- 
sion equally well adapted, or shall within a reasonable time to be fixed by the 
Commission be made equally well adapted, to conserve and utilize in the public 
interest the water resources of the region; 

Senator Srennts. It opened the door for the State of New York if 
it sees fit to apply and if the State of New York does not wish to apply, 
that is a decision for them to make. It is in line with States rights. 

In Vicksburg, Miss., if the Federal Government started to erect a 
Federal power project I would think that would be a monstrosity. 
They get a certain preference, but there is still a decision of the Fed- 
eral Power Commission, and if the plans submitted by New York 
State are not acceptable they would not have to take them, is that it ? 


Senator Case. It must be equally well adapted. But the proposal, 
I think, if I read the last clause of section 7 correctly, will make it a 
little clearer. It says here: 


And as between other applicants, the Commission may give preference to the 
applicant the plans of which it finds and determines are best adapted to develop, 
conserve, and utilize in the public interest the water resources of the region, if 
it be satisfied as to the ability of the applicant to carry out such plans. 

Senator Busu. What happens to the Lehman-Roosevelt proposition 
if we pass this bill? How will that go before the Federal Power 
Commission ¢ 

Senator Srennis. It is up to the State to make a united decision. 

Senator Busu. How will they get before them ? 

Senator Srennts. They are left out. 

Senator Busu. They are out. 

Senator Stennis. Unless the policy of the Government shifts. 

Senator Busn. I am asking the question. It appears to me that 
that is the case. They are out. They do not have anybody to go 
before. That settles the issue. 

Senator Stennis. They get their day in court. 

Senator Busu. Who is they ¢ 

Senator Stennis. The proponents of the Lehman-Roosevelt bill. 

Senator Busn. That is right, but they do not represent anybody. 

Senator Srennis. The forum is their State court and their State 
authority. 

Senator Honianv. What they are trying to get us to do by the bill 
is to amend or set aside or change the provisions of the State law, 
because they are trying to get us to use the State authority but to 
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ignore the fact that the State authority has certain powers and they 
want us to set aside those instructions. 

Senator Casr. The proper forum is the State Legislature of New 
York, it seems to me. 

Senator Stennis. That is right. 

Senator Hotianp. It was a bill seeking to aggrandize the Federal 
control, saying that notwithstanding the State of New York authority, 
which it has, that they come here to an allwise Federal authority and 
they ask us to in effect set aside a part of that State program and 
insert something which we think is wiser, which is the very antithesis 
of the State rights. 

Senator Busn. The point I am trying to find out is this, that if the 
committee will pass and the Feder al Power Coramission holds hear- 
ings on this bill of Senator Lehman and his colleague, Senator Lehman 
and his colleague both can go before them, but they do not represent 
anybody. Mr. Moses represents the New York State Power Authority, 
which is an existing authority established by law. Who does Senator 
Lehman go to? 

Senator Hoitanp. They go to the people. There will be an 
election. 

Senator Stennis. They have their day in court. 

Senator Busu. But I think—— 

Senator Srennis. In the formation of the State policy. 

Senator Bus. Do they not have to have a Federal law establishing 
a Federal Power Authority to do the job they want done? 

Senator Houtanp. They are trying to use the State tool, the State 
authority, but have the Federal Government dictate to that State 
authority that it must proceed differently than the State law requires 
it to proceed. 

Senator Busn. So my point is still good, that it does not have the 
vehicle when they go before the Federal Power Commission. They 
have a potential one. 

Senator Hottanp. They can go to Albany and go before the elec- 
torate of New York, but they cannot appear as an agency, and that 
is the Government of the State of New York as represented by the 
State authority and file with the Federal Power Commission to get 
an application. 

Senator Hotianp. But they have got to have State authority. 

Senator Stennis. They must get concessions. The Case bill puts 
it on a States’ rights basis to come before the Commission. 

Senator Case. If the proposal were made in another field, if people 
came before this committee and suggested, for example, that the 
Congress pass legislation which would tell a State utility commission 
how it should conduct itself, modifying State law, although that 
doesn’t have to come before this particular committee, but the Inter- 
state Commerce Committee, the proper place would be for them to 
take it up with the State Legislature. 

Senator Hotianp. I think the Lehman-Roosevelt bill last year had 
high standing because it called for policy determination as to whether 
the Federal ‘development should take place or whether some other 
type should take place, but the one this year seems to me like it tries 
to put this Congress in a position of dictating to State authorities 
that it must proceed differently from the way the State law allows it. 
I cannot give it serious consideration at all. 
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Senator Stennis. I would not vote for it under any circumstances. 

Senator Case. Mr. Chairman, I appreciate very much the hearing 
you have given me. J] would like to ask permission to make a few 
citations for the record from the Federal Power Act which might 
be supplied for the record. 

Senator Busu. Without objection, you may have that permission. 

(The matter referred to is as follows:) 


* * * * = * * 


Sec. 7. That in issuing preliminary permits hereunder or licenses where no 
preliminary permit has been issued and in issuing licenses to new licensees under 
section 15 hereof the commission shall give preference to applications therefor by 
States and municipalities, provided the plans for the same are deemed by the 
commission equally well adapted, or shall within a reasonable time to be fixed 
by the commission be made equally well adapted, to conserve and utilize in 
the public interest the navigation and water resources of the region; and as 
between other applicants, the commission may give preference to the applicant 
the plans of which it finds and determines are best adapted to develop, conserve, 
and utilize in the public interest the navigation and water resources of the 
region, if it be satisfied as to the ability of the applicant to carry out such plans. 

That whenever, in the judgment of the commission, the development of any 
project should be undertaken by the United States itself, the commission shall 
not approve any application for such project by any citizen, association, corpo- 
ration, State, or municipality, but shall cause to be made such examinations, 
surveys, reports, plans, and estimates of the cost of the project as it may deem 
necessary, and shall submit its findings to Congress with such recommendations 
as it may deem appropriate concerning the construction of such project or 
completion of any project upon any Government dam by the United States. 

* * * * + * + 


Sec. 9. (d) That after the first 20 years of operation out of surplus earned 
thereafter, if any, accumulated fn excess of a specified reasonable rate of 


return upon the actual, legitimate investment of a licensee in any project or 
projects under license the licensee shall establish and maintain amortization 
reserves, Which reserves shall, in the discretion of the commission, be held 
until the termination of the license or be applied from time to time in reduction 
of the net investment. Such specified rate of return and the proportion of such 
surplus earnings to be paid into and held in such reserves shall be set forth in 
the license. 


* * * * * * * 


Sec. 20. That when said power or any part thereof shall enter into interstate 
or foreign commerce the rates charged and the service rendered by any such 
licensee, or by any subsidiary corporation, the stock of which is owned or con- 
trolled directly or indirectly by such licensee, or by any person, corporation, or 
association purchasing power from such licensee for sale and distribution or 
use in public service shall be reasonable, nondiscriminatory, and just to the 
customer all unreasonable discriminatory, and unjust rates or services are 
hereby prohibited and declared to be unlawful; and whenever any of the States 
directly concerned has not provided a commission or other authority to enforce 
the requirements of this section within such State or to regulate and control 
the amount and character of securities to be issued by any of such parties or 
such States are unable to agree through their properly constituted authorities 
on the services to be rendered or on the rates or charges of payment, therefor, 
or on the amount or character of securities to be issued by any of said parties, 
jurisdiction is hereby conferred upon the commission, upon complaint of any 
person aggrieved, upon the request of any State concerned, or upon its own ini- 
tiative to enforce the provisions of this section, to regulate and control so 
much of the services rendered, and of the rates and charges of payment therefor 
as constitute interstate or foreign commerce and to regulate the issuance of 
securities by the parties included within this section, and securities issued by 
the licensee subject to such regulations shall be allowed only for the bona fide 
purpose of financing and conducting the business of such licensee. 

The administration of the provisions of this section, so far as applicable, shall 
be according to the procedure and practice in fixing and regulating the rates, 
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charges, and practices of railroad companies as provided in the Act to regulate 
commerce, approved February 4, 1887, as amended, and that the parties subject 
to such regulation shall have the same rights of hearing, defense, and review as 
said companies in such cases. 


t * ” 


Approved June 10, 1920 
PusLic—No. 333—741TH CONGRESS 


TITLE II 
* * * - * + * 


Sec. 205. Section 7 of the Federal Water Power Act, as amended, is amended 
to read as follows: 

“Sec. 7. (a) In issuing preliminary permits hereunder or licenses where no 
preliminary permit has been issued and in issuing licenses to new licensees under 
section 15 hereof the Commission shall give preference to applications therefor 
by States and municipalities, provided the plans for the same are deemed by 
the Commission equally well adapted, or shall within a reasonable time to be 
fixed by the Commission be made equally well adapted, to conserve and utilize 
in the public interest the water resources of the region; and as between other 
applicants, the Commission may give preference to the applicant the plans of 
which it finds and determines are best adapted to develop, conserve, and utilize 
in the public interest the water resources of the region, if it be satisfied as to the 
ability of the applicant to carry out such plans. 

“(b) Whenever, in the judgment of the Commission, the development of any 
water resources for public purposes should be undertaken by the United States 
itself, the Commission shall not approve any application for any project affect 
ing such development, but shall cause to be made such examinations, surveys, re- 
ports, plans, and estimates of the cost of the proposed development as it may 
find necessary, and shall submit its findings to Congress with such recommenda 
tions as it may find appropriate concerning such development.” 


PART II 
+ * * * % * * 


“Sec. 205. (a) All rates and charges made, demanded, or received by any 
public utility for or in connection with the transmission or sale of electric energy 
subject to the jurisdiction of the Commission, and all rules and regulations af- 
fecting or perta uing to such rates or charges shall be just and reasonable, and 
any such rate or eharge that is not just and reasonable is hereby declared to be 
unlawful. 

“(b) No public utility shall, with respect to any transmission or sale sub- 
ject to the jurisdiction of the Commission, (1) make or grant any undue prefer- 
ence or advantage to any person or subject any person to any undue prejudice 
or disadvantage, or (2) maintain any unreasonable difference in rates, charges, 
service, facilities, or in any other respect, either as between localities or as be- 
tween classes of service. 

ca ~ * + oe * * 


“Seo. 206. (a) Whenever the Commission, after a hearing had upon its own 
motion or upon complaint, shall find that any rate, charge, or classification, de- 
manded, observed, charged, or collected by any publie utility for any transmis- 
sion or sale subject to the jurisdiction of the Commission, or that any rule, regu- 
lation, practice, or contract affecting such rate, charge, or classification is un- 
just, unreasonable, unduly discriminatory or preferential, the Commission shall 
determine the just and reasonable rate, charge, classification, rule, regulation, 
practice, or contract to be thereafter observed and in force, and shall fix the same 
by order. 

“(b) The Commission upon its own motion, or upon the request of any State 
commission whenever it can do so without prejudice to the efficient and proper 
conduct of its affairs, may investigate and determine the cost of the production 
or transmission of electric energy by means of facilities under the jurisdiction 
of the Commission in cases where the Commission has no authority to establish 
a rate governing the sale of such energy. 

* * * * 


Approved August 26, 1935. 
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Senator Stennis. I think you have done a lot of fine, independent, 
hard work on this matter. 

Senator Hotianp. I agree with that. 

Senator Busu. Yes, indeed. 

Thank you very much, Senator Case. 

The committee will stand adjourned at this time, subject to the 
call of the Chair. 

(Whereupon, at 12:12 p. m., the committee adjourned, subject to 
the call of the chair. 


NorTHEAST ELEcTRIC CONSUMERS CONFERENCE, 
Hast Montpelier, Vt., May 7, 1954. 
Hon. EpwaARp MARTIN, 
Chairman, Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR MARTIN: Enclosed is the statement expressing the views of the 
Northeast Electric Consumers Conference with respect to bills now before your 
committee to authorize development of hydroelectric power at Niagara. 

Our organization appreciates your courtesy in allowing us to make our state- 
ment a part of the hearing record, although we regret that time was not avail- 
able to present our views orally to the committee. 

Yours very truly, 
W. Gorpon Loveless, Secretary-Treasurer. 


STATEMENT OF W. GORDON LOVELESS, SECRETARY-TREASURER, NORTHEAST ELECTRIC 
CONSUMERS CONFERENCE, RELATING TO VARIOUS Britis To AUTHORIZE REDEVELOP- 
MENT OF HYDROELECTRIC POWER AT NIAGARA 


Mr. Chairman and gentlemen of the committee, my name is W. Gordon Loveless, 
of East Montpelier, Vt. I am a farmowner in that town, a past county agent 
for 11 years and at this time I am speaking for the Northeast Electric Consumers 
Conference as secretary-treasurer to that organization which has as affiliates 
many farm, business, and labor organizations who represent the consumer 
interest in abundant low-cost power in the northeastern United States. 

We unanimously believe, gentlemen, that everyone in the New England States, 
New York and adjacent States from Maine to Ohio have a real and legitimate 
interest in what happens at Niagara because we believe that our rightful place 
in the competitive economy of the country can only be achieved through maxi- 
mum development and integration of the hydroelectric power at all feasible 
sites in the region. 

Affiliated with Northeast Electric Consumers Conference are general farm 
organizations including Vermont State Farm Bureau,.the Farmers Union of 
the New York Milkshed, and the Vermont Cooperative Council. The North- 
east Association of Rural Electric Cooperatives and the Central Electric Coopera- 
tive of Parker, Pa., the Municipal Electric Utilities Association of New York, 
and the Municipal Electric Utilities Association of Massachusetts are all 
members of the conference. Labor organizations including the Electrical 
Workers, CIO; the International Brotherhood of Paper Makers, A. F. of L.; Inter- 
national Association of Machinists, A. F. of L.; Textile Workers, CIO; United 
Auto Workers, Chemical Workers, Stone Workers, the Vermont Federation of 
Labor and the Vermont CIO Council are active and participating members. 
We have also received the endorsement of the steelworkers and the ladies garment 
workers unions in our efforts. 

{ am sure, gentlemen, that I need not comment in detail on the number of con- 
sumers who are represented by our affiliated organizations but I would like to 
put in the record statements which come from the hearts of millions of con- 
sumers who work in the factories and on the farms of the Northeast. We 
firmly believe that in the bills before you on Niagara redevelopment is the key 
to the direction which our economy will take in our region. We deeply appreciate 
the opportunity to place in the record an outline of the opinions we hold, although 
we feel that the number of people represented by the organizations affiliated 
with the Northeast Electric Consumers Conference should have merited an 
opportunity to be heard personally through a representative before your com- 
mittee. I submit two statements in evidence of the diversity of interests which 
are united in the effort of our conference to bring about development of the 
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maximum of hydroelectric power at the lowest possible cost to the consumers 
in our section of the United States. 

First, I would like to quote a statement made by Mr. Arthur Packard, wh 
for 25 years, until November of 1953, was president of the Vermont State Farn 
Bureau, Inc. I quote Mr. Packard. 

“We are most interested in power because we are constantly using more ele 
tricity to take the drudgery out of farming and to cut our costs of operation 
But we find from our Public Service Commission that all the electricity used 
in Vermont in 1952 cost us over $14 million which, had we bought it at the averag: 
rate of all 48 States, would have cost us between 9 and 10 million. A saving of 
five million dollars would do a great deal for Vermont to improve schools, roads 
and health. It would also do much to hold our present business and interest 
others to come here.’ 

Mr. Packard made the above statement at the Northeast Electric Consumers 
Conference in Albany, N. Y., on February 28, 1954, and was supporting the efforts 
of the Northeast Electric Consumers Conference to get Niagara development a 
reality with adequate consumer interest safeguards. 

Secondly, let me quote for the record a telegram received from Mayor Robert 
IF’. Wagner of New York City, who has the same fundamental interest for urban 
consumers as that expressed for the rural people by Mr. Packard. Mayor Wag 
ner’s telegram: 


NORTHEASTERN ELECTRIC CONSUMERS CONFERENCE, 
Hotel Ten Eyck, Albany, N. Y.: 

As the representative of 8 million consumers of electric power in the city of 
New York, I join in your efforts to effect a coordinated program for increased 
supply of power for the consumers of the Northeast. Such an increase in the 
supply of power will expand job opportunities for millions who work in this 
highly industrialized area of the United States. It will increase the use of 
electricity, bring down rates sharply and aid in raising the general standard of 
living of all of our people. I extend to you my greetings at this time and my 
hope for your success in your efforts. 

Rosert F’, WAGNER, 
Mayor, City of New York. 


Speaking now for the widely spread and large membership of the organiza 
tions affiliated with the Northeast Electric Consumers Conference regarding 
proposed legislation on Niagara now before this committee we are unanimous 
in taking the following stand: 

1. We are unalterably opposed to the so-called five-company bill, S. 689, intro- 
duced by Senator Capehart, because we are of the opinion that this type of 
legislation is not in the best interests of our consumers and is an attempt to 
place a natural resource which belongs to all of the people in the hands of 
corporations for the private profit of their stockholders. We have grave doubts 
of the constitutional authority which would give the Congress the right to place 
waters which the courts have held belong to the people of New York State under 
the control of profit corporations. 

2. We support strongly the principles which are embodied in the bill intro- 
duced by Senator Lehman, 8. 2966, which would permit the Power Authority of 
the State of New York to develop the Niagara hydro potential but would place 
safeguards to consumers in such authorization similar to the preference to 
cooperatives and public bodies which has worked so well in other parts of the 
country in marketing power from public projects under the Flood Control Act 
of 1944. 

8. We can see little fundamental difference between our position on develop- 
ment of the power and that of the proponents of the Ives bill and the Case bill 
but in marketing the power we adamantly support legislation which wili pre- 
vent bus-bar sale of power developed by a public agency. Unless the Ives or 
Case bill is amended to place the congressional mandate of protection on non- 
profit public or cooperative agencies in the marketing of power by the Power 
Authority of the State of New York we oppose these measures. 


RASIS FOR OUR BELIEF IN THE NEED OF THE NORTHEAST FOR LOW-COST ELECTRIC POWER 


We who live in the Northeast have witnessed our area fighting a losing battle 
to maintain our economic position in competition with other sections of the 
country. Much of our textile industry is moving south. Light metals which 
figured so prominently in the expansion of industry in other areas have stayed 
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out of the Northeast. The testimony of a representative of the private utility 
companies before a committee of Congress illustrates why. 

Testifying before the Committee on Foreign Relations of the United States 
Senate on February 28, 1952, Mr. Clarence W. Mayott, claiming to represent 
the National St. Lawrence Power Conference and stating that he had been em- 
ployed for 41 years by the Hartford Electric Light Co., said: “There is no power 
emergency in the Northeast now. I might say that means there is no power 
shortage in the Northeast, nor will there be in the future if the private power 
companies are allowed to continue to install the powerhouses they are planning 
for.” End of first quote. 

Gentlemen, I call your attention to the next statement made by Mr. Mayott 
on the same occasion to illustrate why we in all the Northeast are concerned with 
how Niagara power is developed and marketed. When questioned following 
his full statement to the committee the following dialogue took place between 
Mr. Mayott and the late Senator McMahon of Connecticut : 

“Senator McManon. Mr, Mayott, let us assume that it was proposed to put 
some of the new aluminum development in New England. Is there enough sur- 
plus power there to handle it? 

“Mr, Mayort. Enough surplus power to handle it, sir? I do not get it. 

“Senator McManon, For a big aluminum reduction plant. 

“Mr, Mayorr. No, sir. In my opinion, and in the opinion of Mr. Wilson, as 
I understand it, this is an area that should not have an aluminum plant. 

“Senator McManon. What do you mean Mr. Wilson says it should not? Mr. 
Wilson told me it should. 

“Mr. Mayortt, I understand from his speech that it should not. Aluminum 
takes a lot of power. In my opinion, which is based on all the analyses I 
have seen, the place to put an aluminum plant is where the cheapest power is 
available as well as the cheapest fuel.” 

Gentlemen of the committee, I ask you is it any wonder that we in the North- 
east are skeptical about the private profit power companies’ intention to bring 
us abundant and low-cost power when that kind of thinking is publicly voiced 
by an avowed spokesman of the private companies. Of course there will be no 
shortage of power so long as the mills are closing down because of the high 
cost. Let me quote again from material introduced just last month in a hearing 
before the House Foreign Affairs Committee. Hon. Frederick Payne, of my 
neighboring State of Maine, while testifying on the need for Quoddy power, re- 
ferred to a speech made by former Assistant Secretary of Interior William 
Warne before the United States Chamber of Commerce in May of 1950. Mr. 
Warne said: 

“Using the years from 1929 to 1947 as a yardstick, power-generating capacity 
in the New England States increased 48 percent. For the country as a whole 
the increase averaged 77 percent. For the TVA States 140 percent and for the 
Pacific Northwest, 146 percent. In this same period, total income in New Eng- 
land rose 91 percent, while the increase for the country as a whole was 129 
percent, for the TVA, 198 percent, and for the Pacific Northwest, 202 percent.” 

We who represent the little people all over the Northeast from Maine to Ohio 
do not ask that we prosper at the expense of any other region of the United 
States. What we do ask and we intend to keep on asking is that a real ele- 
ment of competition be put into the power picture of the Northeast by public 
levelopment of enough of our tremendous hydroelectric power resources to 
make free enterprise really work for the benefit of all the people. 

We are a conservative people in the Northeast but we are also hardheaded 
realists in the best Yankee tradition and I want to ask you how you would like 
to run a business in the city of Barre, Vt., with power rates such as we have? 
I am not going to quote you any theoretical situation but take an actual case of a 
granite manufacturer and compare his monthly electric bill with what he would 
pay in Chattanooga, Tenn. 

This Barre granite manufacturer “enjoys” and I put the word in quotations, 
the lowest industrial rate in Vermont. He uses from 17,000 to 18,000 kilowatt- 
hours of energy per month and for the past 3 months his electric bill has aver- 
aged $438.07. If he used the same amount in Chattanooga or Knoxville, Tenn., 
his average bill would have been $289.47 per month, or a saving of $149.60 
per month. He is a small business operator and $1,800 per year of added 
savings would mean a lot to him. Multiply one small business by the, many 
we have in our region and it is little wonder that we are completely fed up 
with the phony propaganda we are fed and pay for as to what private profit 
companies will do for our area. 


’ 
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If the Northeast is to take its rightful place in the national economy without 
the handicap of excessively high power costs we need the public development 
of Niagara along with St. Lawrence River power to provide a block of low cost 
power which, if adequately safeguarded in the marketing contracts, would 
establish a competitive standard for power rates in the region. 

We have called your attention to safeguards for the consumer’s interest be- 
cause we are convinced that preference in the allocation of publicly developed 
power has been a most important factor in changing the power philosophy in 
other areas from scarcity high-cost small policies to abundance low-cost policies 
which have benefited the people, the industry, the agriculture and the private 
power companies in the Pacific Northwest and in areas adjacent to the TVA 
region. Why then, as is contemplated in the Ives-Becker bill, should the rules 
be changed when public power is marketed in the Northeast? In testifying 
before this committee I am told that 1 witness claimed there were only 9 
municipal systems in the Niagara transmission area. I would like to call your 
attention to a map I have had prepared with circles indicating the economic 
transmission distance from the Niagara and other possible hydrodevelopments 
in the Northeast. What I particularly want to point out is that the proponents 
of the private development of Niagara apparently eliminated nearly 100 munici- 
pals and completely ignored the 39 cooperatives which exist within economic 
transmission distance of Niagara and who would like at least the opportunity 
to be considered as beneficiaries on behalf of their consumers of some of that 
low cost power. 

We can see no unjustified “preference” in the historical Federal power market- 
ing policy of the past 50 years. We do see an equality of opportunity to share 
in the benefits of a resource which the law says belongs to the people. We hope 
that no legislation will be recommended to the Senate by this committee which 
does not provide for the kind of consumer protection afforded other areas 
through application of the Federal preference provision of the Flood Control 
Act of 1944 to municipal, cooperative and other nonprofit electric consumers. 
We are presenting to your committee for the record the unanimous statement 
of principles and goals which the Northeast Electric Consumers Conference 
adopted at Albany on February 27, 1954. 

We believe that your committee can honestly appraise this material as rep- 
resenting the thinking of literally millions of electric consumers in the North- 
east. In regard to Niagara the statement reads: 

1. We urge immediate passage of federal legislation providing for the public 
development of the power potential of Niagara with specific Federal provision 
for preference to cooperatives, municipalities and other nonprofit electric distrib- 
utors in accordance with the established Federal statutes providing for 
preference. 

We endorse the principles of the Lehman-Roosevelt bill which provides for 
development by the New York Power Authority with Federal preference stipu- 
lated, and we endorse any other bill which contains similar and adequate pro- 
visions for establishing the yardstick principle. 

We are opposed to all bills to give away Niagara power to private corpora- 
tions. We are also opposed to the halfway measures which would achieve a 
giveaway by more subtle means, including bills leaving distribution and sale 
to the New York Power Authority without Federal preference requirements. We 
insist that any bill provide for the equitable division of this power among the 
preference consumers of all States within economic transmission distance. 

2. We point out that in order to monopolize the power resources of Niagara 
Falls for their own selfish purposes, the private power companies of this area 
have undertaken an unprecedented propaganda campaign designed to distort the 
facts and mislead the people. 

We urge the Congress and all State legislatures to investigate and expose 
the unwarranted and malicious propaganda and legislative activities of the 
private power companies and we favor legislation restricting the use of rate 
payers’ funds for advertising designed to influence elections or legislation. 

We further condemn the action of the General Electric Co. in joining this 
propaganda campaign, against the best interests of their employees, stockholders 
and the public welfare. 

Gentlemen, I thank you for this opportunity to acquaint you with our views. 
We are confident that you will protect the interests of we who are interested 
in keeping a dynamic, expanding and prosperous economy in the Northeast, 
based on real competitive enterprise instead of restrictive monopoly. 
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STATEMENT OF PRINCIPLES ADOPTED UNANIMOUSLY BY THE NORTHEAST ELecTRIK 
CONSUMERS CONFERENCE AT ALBANY, N. Y., FesruARY 27, 1954 


All Americans, as consumers and citizens—laborers, farmers, housewives, 
manufacturers and merchants—have a fundamental interest in the production, 
distribution and utilization of the power resources of the Nation. Abundance of 
low-cost electrical energy or its scarcity and consequent high cost affects the 
standards of living of all and the productivity and strength of our Nation 
itself. It is so vital to all citizens, to a full production economy and the national 
welfare that the assurance and provision of an abundant supply at lowest possible 
cost is a publie responsibility. 

The Northeast Electric Consumers Conference wholeheartedly supports free, 
competitive enterprise. We, therefore, endorse public and cooperative power 
development where desired by the people as absolutely essential to inject the 
competitive aspect into a basically monopolistic industry so that all electric 
consumers can receive the benefits of lower rates not only from the public and 
cooperative systems but also from private utilities. 

Assurance of an abundant supply requires the prompt and orderly development 
of our Nation’s power resources. Assurance that the American pubiic and not 
exploitive private interests will receive the undiminished benefits of such develop- 
ment require a positive program of public generation, transmission and dis- 
tribution reaching all the way to the public whenever and wherever necessary. 

The American people’s heritage of power resources is threatened today by 
unreformed private power monopolists, defending their high-cost, scarcity-supply 
policies by the immoral use of rate-payers funds to corrupt our sources of 
information, our educational institutions and the democratic processes them- 
selves. 

The participants of the Northeast Electric Consumers Conference, meeting in 
Albany, N. Y., February 26 and 27, 1954, therefore call upon their established 
membership organizations to vigorously prosecute a program of action, separately 
and cooperatively, based upon the following principles: 

1. There must be the best possible electric service to consumers everywhere 
residential, agricultural, commercial or industrial—at the lowest possible cost 
consistent with sound business principles. 

2. All feasible potential power resources of the Nation hydro or other, must 
be developed as rapidly as they can be soundly undertaken. Public and coopera- 
tive agencies must be permitted to build and operate fuel burning generating 
plants and to integrate them with hydro power. 

8. River basins should be developed not only for power production but in 
accordance with comprehensive, basin-wide plans which will assure optimum 
soil and forest conservation, flood control, reclamation and irrigation of land, 
improvement of navigation, abatement of pollution, municipal and industrial 
water supply, protection of fish and wildlife, expansion of recreational and 
cultural facilities, salinity control and other benefits. 

Such development can and must be done only by public agencies with widest 
practical participation of local public agencies and cooperatives. The obstruc- 
tion of such unified development by licensing of the economically advantageous 
projects to private exploitive interests must be stopped. Outstanding private 
licenses to exploit the public’s hydroelectric power resources must be canceled 
and recaptured as rapidly as possible. 

4. Benefits of the development of the public’s power resources must reach 
consumers undiminished by unnecessary added costs. Wheeling contracts, ex 
change or rate arrangements violative of this principle must go. Public trans 
mission facilities and aid to local agencies or cooperatives in the establishment 
and acquisition of distribution facilities must be provided wherever need exists. 

5. Electric power publicly produced belongs to the public. The public has 
first preference right to it as owners. It should not be supplied to industries or 
private profit distributors (1) if needed by public agencies or consumers’ co- 
operatives or (2) without such control of resale rates and conditions of service by 
the producing agency as will assure that all publicly created benefits reach the 
public in the form of lowest possible rates. 

6. The private power industry in America must be cleansed. Although its 
illegal, immoral and degrading activities were exposed and condemned only two 
decades ago, the unreformed and unrepentant industry given a privilege monopoly 
position to supply a necessary service, is today again charging and expending 
rate-payers’ money as operating expenses, to corrupt public sources of information, 
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educational institutions, public agencies and the functioning of our democratic 
institutions. There must be immediately established at every level of private 
utility operation a thorough and continuing investigation of all the expenditures 
of money by power monopolists for propaganda, lobbying, political activity or 
corruption of public servants or institutions. Regulatory bodies, law enforce- 
ment agencies, legislatures and the Congress itself must discharge their duty 
to the American people to expose, punish and publicize unethical, immoral or 
illegal practice on a vigorous and continuing basis. There must be immediate 
and continuous action to assure that benefits of tax concessions, accelerated 
amortization subsidies and similar windfalls to private companies reach con- 
sumers and that inflated valuations, watering and inefficiencies are not charged 
in expenses, 

7. There must be continuous cooperation by consumers groups, including the 
sponsors of the Northeast Electric Consumers Conference and others not yet 
participating, to see that these basic principles and objectives are vigorously 
prosecuted. 

To implement this program of cooperative action, we recommend that the 
sponsors of this conference maintain a continuing Northeast electric consumers’ 
information committee to be operated by our elected officers and executive com- 
mittee, composed of our representatives and others who will join with us; the 
information committee to undertake all proper activities such as calling further 
general conferences, organization of conference committees, exchanze of legisla- 
tive information and cooperating generally on matters which the member or- 
ganizations determine will advance consumer and national interests in the 
electric power field. 


STATEMENT OF GOALS 


This northeastern region is possessed of abundant hydroelectric resources 
which, if developed by public agencies, could provide us with tremendous quan- 
tities of low-cost electricity. 

In spite of this abundance the farmers, workers, businessmen, and consumers 
generally in the Northeast suffer the highest electric rates in the Nation, 
resulting in restricted use of electricity for farm operations and the conveniences 
of the homes, as well as a competitive handicap in attracting and holding 


industry. This means a reduced market for goods, reduced employment oppor- 
tunities and a general restriction on economic growth. 


To REMOVE THIS REGIONAL HANDICAP: 


1. We urge immediate passage of Federal legislation providing for the public 
development of the power potential of Niagara with specific Federal provision 
for preference to cooperatives, municipalities, and other nonprofit electric dis- 
tributors in accordance with the established Federal statutes providing for 
preference. 

We endorse the principles of the Lehman-Roosevelt bill which provides for 
development by the New York Power Authority with Federal preference stipu- 
lated, and we endorse any other bill which contains similar and adequate provi- 
sions for establishing the yardstick principle. 

We are opposed to all bills to give away Niagara power to private corporations. 
We are also opposed to the half-way measures which would achieve a giveaway 
by more subtle means, including bills leaving distribution and sale to the New 
York Power Authority without Federal preference requirements. We insist 
that any bill shall provide for the equitable division of this power among the 
preference consumers of all States within economic transmission distance. 

2. We favor the equitable distribution of St. Lawrence power among consumers 
within economic transmission distance. We oppose the interpretations of the 
New York preference clauses currently advanced by the New York Power 
Authority, and we censor the Federal Power Commission for refusing to include 
preference in the St. Lawrence license. 

We favor the granting of preference rights to cooperatives, municipalities, and 
other nonprofit bodies. We urge all States to which St. Lawrence and Niagara 
power may be available to establish State power authorities to receive and dis- 
tribute this power with preference to nonprofit distributors. 

3. We point out that in order to monopolize the power resources of Niagara 
Falls for their own selfish purposes, the private power companies of this area 
have undertaken an unprecedented propaganda campaign designed to distort the 
facts and mislead the people. 
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( We urge the Congress and all State legislatures to investigate and expose the 
; unwarranted and malicious propaganda and legislative activities of the private 
s ; power companies and we favor legislation restricting the use of rate-payers’ funds 
r for advertising designed to influence elections or legislation. 
We further condemn the action of the General Electric Co. in joining this 
: propaganda campaign, against the best interests of their employees, stockholders, 
: and the public welfare. 
4. We urge the New England-New York interagency committee to make a full 
report on potential hydroelectric development in these States, including provision 
for redevelopment of existing projects where advantageous as a result of im- 
| proved stream-flow regulation. This investigation should be extended to include 
the resources of other States in the Northeast, and should result in the prepara- 
tion of a regional program for public development and interconnection through a 
public transmission grid providing an abundance of low-cost power for municipal, 
rural, cooperative, and other electric systems as well as for regional industrial 
expansion. 

In this connection we approve the Senate action appropriating funds for 
investigation of the Passamoquoddy tidal project and urge the House of Repre- 
sentatives to confirm this action so that preparation for undertaking this project 
may go forward promptly. 

5. We urge public development of atomic electric power with preference to 
cooperatives, municipalities, and other nonprofit public bodies. We are opposed 
to the granting of patent rights on atomic processes to individuals or private 
corporations and we oppose the amendment of the existing Atomic Energy Act. 

We urge the rapid development of atomic electric power with at least one 
large-scale plant to be built in this region and integrated into a Northeast power 
grid. 

6. We urge our sponsoring organizations to place immediate emphasis on 
stopping the giveaway of Niagara and atomic energy. 

7. We urge the officers and executive committee of this organization to affiliate 
with the Electric Consumers Information Committee in Washington, D. C., and 
to cooperate with similar organizations in other regions like Citizens for TVA, 
Inc., the National Hells Canyon Association, the Missouri Basin Electric Con- 
sumers Association, and other organizations which have common goals. 

8. We urge the election of a continuing secretary and pledge ourselves to work 
for the collection of adequate funds to support an office, correspondence, and 
other information services. 

9. We urge those present to work for the affiliation of all possible friendly 
organizations as sponsors and contributors. 

10. We express our appreciation to our officers and the executive committee 
for their labors in calling this conference, and to the speakers for their contribu- 
tions, particularly to Hon. Franklin D. Roosevelt, Jr., and Mr. John BE. Burton, 


Hon. Epwarp MARTIN, 
Chairman, Public Works Committee, 
Senate Office Building, Washington, D. C. 


Dear Mr, CHAIRMAN: My name is Harry D. Bilderbeck. I am manager of the 
Otsego Electric Cooperative, Inc.—a cooperative serving 1,115 farms and farm 
families in the central section of New York State. I am making this plea as 
the cooperative did not have the opportunity to appear before your committee 
be in open session. 
j The members of this cooperative feel strongly that the development of the 
hydroelectric project at Niagara Falls must be so developed that its power shall 
be available to all the people within the economical transmission distance of the 
falls. They feel that the only relief from the excessive high cost of electricity 
in the area will come only when the Government builds or controls the trans- 
mission lines to local load centers as provided in the Senate bill No. 2966. They 
feel that the development of this Niagara Falls, the greatest potential power 
project in America, under the Ives-Becker, the Case bill or the Miller-Martin- 
i Capehart bills would offer nothing in the reduction of the cost of electricity to 
; them. 
; They feel that it should not again be necessary to restate the plain true condi- 
tions in the Northeastern United States, as the highest of cost of electricity, 
the loss of industries to the area and the availability of adequate power, to get 
the proper legislation. 
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They feel that all honest comparisons of the factors entering into the various 
plans for the development of the project would favor the Senate bill No. 2966. 


They ask that the committee give due consideration to the demands of farmers 
and consumers of the Northeast. 


STATEMENT OF WILLIAM J. McDANEL, PRESIDENT, ALLEGHENY ELECTRIC GENERAT- 
ING COOPERATIVE, PENNSYLVANIA 


My name is William McDanel. I am a farmer residing at Route No. 1, Porters- 
ville, Pa. I am a director of my rural electric system, the Central Electric 
Co-op of Parker, Pa. Our rural electric system is serving 8,700 member con- 
Sumers in western Pennsylvania. 

I am also the president of the Allegheny Electric Generating Cooperative, 
formed by the rural electric cooperatives in Pennsylvania for the purpose of 
obtaining more adequate and lower cost wholesale power supplies. 

In addition to our generation and transmission cooperative, we also look 
to Niagara Falls for lower cost power. As the committee is probably aware, 
all the rural electric systems in the State of Pennsylvania are within economic 
transmission distance of the Niagara Falls project. This is the only major 
hydroelectric development which can serve all the rural electric systems in our 
state. Some of them may benefit from the St. Lawrence project, but certainly 
not those in the southern and western part of the State. Niagara Falls is the 
project all of us look forward to with hope. 

Attached (table No. 1) you will find a list of the 13 rural electric systems in 
Pennsylvania which could be served by the Niagara Falls project. You will 
note that as of December 31, 1951, these systems were serving 59,662 member 
consumers on 15,060 miles of line. Also, during calendar year 1951 they pur- 
chased 154,878,419 kilowatt-hours. Certainly these 60,000 consumers outside the 
State of New York are entitled to some consideration in the disposition of power 
from this great project. 

For the fiscal year ending June 30, 1952, the latest period for which official 
REA figures are available, the Pennsylvania rural electric co-ops paid an average 
of 1.10 cent kilowatt-hour for their wholesale power. This compares with an 
average of 0.79 cents kilowatt-hour for the Nation as a whole. Why should 
the Pennsylvania co-ops have to pay almost 40 percent more for their wholesale 
power than the national average? Why should they have to pay such high rates 
when some of the most abundant coal resources in the country are located in 
the State of Pennsylvania? 

The Federal Power Commission in their 1949 report on Niagara Falls power 
estimated that power could be delivered to load centers in New York, Pennsyl- 
vania, and Ohio for 2.38 mills if the project was constructed and operated 
by a public agency. All of us realize that theer have been considerable in- 
creases in construction costs since 1949 and perhaps because of this and other 
factors, it is only reasonable to assume that this cost of power may be increased 
by as much as 50 percent. Assuming that the cost is increased 50 percent, 
this would still mean that we could purchase wholesale power for 3.57 mills 
as compared with 11.0 mills for the fiscal year ending June 30, 1952. This 
would mean a reduction of over 67 percent in our wholesale power costs. This 
reduction would mean an annual savings of $1,150,746 for the farmer-owned 
electric co-ops in Pennsylvania based on their usage during calendar year 1951. 
This savings would be even greater today because of increasing use of elec- 
tricity on the farms of Pennsylvania. But will the farmers of Pennsylvania 
share in the benefits from this project? 

It is the belief of the rural electric co-ops in Pennsylvania that only through 
preference will they be able to share in the benefits from this great undeveloped 
source of hydropower. Preference means that they will receive their share of 
this power at cost—at the same cost as the great private utilities. It doesn’t 
give them any preference in rates over and above what is available to the 
larger private utilities. It means these small farmer-owned systems will have 
this power delivered to their load centers. They do not have the financial re- 
sources to build the transmission lines to the dam site. Without the preference 
clause they really lose all bargaining power to obtain their share of this 
hydropower. 

Has this preference clause worked to the disadvantage of other power sup- 
pliers and consumers? It certainly has not. For fiscal 1952 the power gen- 
erated at Federal dams was distributed as follows: the private utilities got 
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20.7 percent of the power; private industry, including the aluminum com- 
panies, 24.3 percent; municipal systems, 26.8 percent; Federal agencies, 11.8 
percent ; other public agencies, 5.4 percent; public utility districts, 5.1 percent; 
and the rural electric co-ops, only 5.9 percent. In other words, the private 
utilities and private industry got 45 percent of this Federal power. Does this 
sound like discrimination? 

But some insist that preference for the rural electric co-ops and municipal 
systems in the marketing of Niagara power would discriminate against the 
95 percent of the consumers in the State of New York served by the private 
utilities. It is stated that these are the people who are going to pay for the 
Niagara project. But will these consumers of the private power companies 
be discriminated against? Based on the precedent of the St. Lawrence decision, 
it is only to be expected that whoever develops the Niagara power will have 
to distribute a proportion of the power to adjoining States. The State of New 
York has no right to retain all this power developed from public waters belong- 
ing to all the people. 

Also, the preference customers in the State of Pennsylvania will help amor- 
tize this project through the rates they pay. They will not be receiving anything 
for nothing. They are absolutely willing to pay their share of the costs of this 
great project. 

Finally, preference will enable the nonprofit rural electric and municipal 
systems to obtain Niagara Falls power at costs, and they will pass on most 
of the benefits of this lower cost power to their consumers. This will result 
in lower retail rates which will offer a competitive stimulus to the whole 
area. This competitive yardstick cannot help but bring down the dates of all 
consumers, including those served by the private power companies. In fact, 
this offers the greatest hope for the consumers served by the private power 
companies to obtain lower cost power. 

It is for these reasons that the rural electric co-ops in Pennsylvania unani- 
mously support construction and operation of the Niagara Falls power project 
by a public agency with preference in the marketing of the power for coopera- 
tives and publicly owned electric systems. The farmers of Pennsylvania look 
to this committee and the Senate to stipulate that the Federal Power Commis- 
sion should require whoever receives the Niagara license to grant preference in 
the marketing of the power. Only by such a congressional mandate will these 
farmer-owned electric systems be able to share in the benefits from this project. 


TABLE No. 1.—Statistics on REA co-ops in Pennsylvania within economic trans- 
mission distance of Niagara Falls power project 
[Figures are official REA figures as of Dec. 31, 1951, the latest information available] 


Kilowatt- 


| consumers | gized | hevrs pur- 


| 
| Number of Miles ener- 
chased 


N. W. Rural Electric Co-op Association, Inc., Cambridge 
Springs ....... 

8S. W. Central | 

Sullivan County Rural Electric Co-op, Inc., Forksville......-- 

Tri-County Rural Electric Co-op, Inc., Mansfield . ........- 

Clearfield Electric Co-op, Inc., Clearfield... .-.......-.- 

Claverack Electric a Inc., Towanda. - -. 

Central Electric Co-op, Inc., Parker. ........-- 

Warren Electric Co-op, Inc., Youngsville 

Valley Rural Electric Go-op, Inc., Huntingdon 

Somerset Rural Electric Co-op, Inc., Somerset 

Jefferson Electric Co-op, Inc., Brookville 

Bedford Rural Electric Co-op, Inc., Bedford 

Adams Electric Co-op, Inc., Gettysburg-.-.......-.....-..- 5 
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STATEMENT oF GorRDON M. MARGESON, MANAGER, STEUBEN RuraL ELECTRIC 
COOPERATIVE, INc., Batu, N., Y. 


Mr. Chairman and gentlemen, my name is Gordon Margeson. I am manager of 
the Steuben Rural Electric Cooperative in Bath, N. Y. This is a small coopera- 
tive in the southern tier section of New York State which serves 1,350 rural 
members. 
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Prior to 1944 when our cooperative’s first lines were built, less than 40 percent 
of the rural people in Steuben County had central station electric service. Pleas 
of the farm people to the existing utility were met with either flat refusals 
to extend service, or proposals of outrageously high surcharges which the 
farmers were unable to pay. In 1924 my father purchased a farm which had a 
utility transmission line running across it. For 20 years my parents did without 
the advantages of electric service. They plead with the power company to 
no avail, and it was not until 1944 that they received electric service and they 
received it from the cooperative. 

After the co-op was formed, the utility changed its tune in our area. What 
originally was planned to be a co-op of 5,000 members was cut to less than 
1,400 by the spite-line activity of the utility. They forgot about their surcharges 
and other excuses and put forth a tremendous effort to wreck the co-op. Over 
95 percent of the rural people in our area now have electric service, This is 
what a little competition in the utility field did in our section. 

When our co-op was formed, people were eager to get electric service and 
little attention was paid to wholesale rates. We purchase our power from 
the same unfriendly utility that tried to ruin us. The public service commission 
in our State does not regulate wholesale rates, therefore ours is a negotiated 
rate. As there are no other sources of supply in our area, we are in a very 
poor bargaining position. We furnish our own substations and they must be 
within 300 feet of their transmission line. We are restricted from extending 
ser\ice to any of their consumers, yet they may serve our customers anytime 
they wish. An esculator clause in the contract is based on the price of coal 
at their oldest and most inefficient station, where the cost of coal per ton is far 
above that paid at their other stations. At no time have they given us the 
benefit of the cheaper generation at their newer and more efficient plants. 

We like to think of our cooperative as a friendly organization of rural folks. 
Often, when our members come in to pay their bills, they will stop in the office 
and chat. I would like to say that our section has long been a Republican strong- 
hold, however, if Niagara is given to the private utilities a lot of our people 
will lose faith in their party. 

These 5 private utilities that are seeking to build Niagara have, for some 
time, been engaged in one of the most vicious advertising campaigns ever put 
hefore the American public. We realize that advertising has a great effect on 
the American way of life. The automobile companies do a lot of advertising 
in order to meet their competition and enable them to mass produce their product 
and lower costs. This is not true with the utility advertising on Niagara Falls. 
They are not trying to sell more of their product to increase efficiency. Their 
advertising has nothing to do with increased sales, and it is uncanny that they 
should be allowed to spend thousands upon thousands of dollars of their rate 
payers’ money to influence people’s thinking along the distorted lines that is 
so prevalent in their ads and they have done a good and far reaching job in 
that direction. 

It is hard for us to reconcile some of the statements of the Congressman from 
our own district. 

Our Congressman cosponsored a bill for New York Power Authority Develop- 
ment of Niagara which was introduced in the 82d Congress. 

On September 20, 1951, he appeared before the Subcommittee on Rivers and 
Harbors of the Committee on Public Works of the House of Representatives. 

Before that committee he said, and I quote: “The reason I favor development 
by the State authority rather than private enterprise is that inherently I favor 
private enterprise. If this job could be done by private enterprise without 
creating a monopoly, I certainly would favor it being done by private enterprise, 
but the very circumstances of this development mean that if the job is to be 
done by a private corporation or group of corporations, that single corporation or 
group must be given a monopoly, and I believe of course, you all agree—that 
traditionally the American people and the American Government, both State and 
Federal, have been opposed to monopolies. Why should we now create a monop- 
oly in this instance?” 

Since that time our Congressman has reversed his position. I cannot see why 
ost is any less danger of creating a giant monopoly now than there was in 

Jol, 

If we are to succeed in bringing lower cost power into New York and the North- 
east to induce new industry into the area and keep the industries; we now have, 
and to bring the advantages of cheaper electricity to the farmers and small- 
business men who are the real core of American private industry, it would seem 
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that past experiences should be utilized and a power yardstick be established in 
the Northeast. This could best be done with the preference provisions that are 
included in the Lehman-Roosevelt type of legislation. 


New York, N. Y., 
March 10, 1954. 
Senator Hersert H. LEHMAN, 
Senate Office Building. 


This is to advise you the general executive board of International Ladies 
Jarment Worker’s Union, representing 430,000 workers, at its meeting last week 
approved the following resolution: whereas the revised Lehman-Roosevelt bill 
has been introduced in the Congress and calls for the development of the waters 
of the Niagara River for power purposes, and whereas New York State is ready 
and willing to undertake the necessary construction at no cost to the Federal 
Government, and whereas the revised Lehman-Roosevelt bill safeguards the 
interests of national defense, and whereas only the revised Lehman-Roosevelt 
bill safeguards the interest of the consuming public, including members of organ- 
ized labor by providing low-cost hydroelectric power and by setting up a yard- 
stick through preferences to public bodies, thus insuring fair and proper compe- 
tition and making possible the saving of many millions of dollars to all consumers 
of electric power in and around New York State: Therefore be it resolved that 
the ILGWU go on record as supporting the revised Lehman-Roosevelt bill (S. 
2966) ; and be it further resolved that we are opposed to pending bills that would 
clear the way for the exploitation and operation of Niagara power resources by 
private utilities, and be it further resolved that the appropriate committees of 
both Houses of Congress be notified of our decision, and be it further resolved 
that we call upon Congress to enact this bill. 


Davip Dusinsky, President. 


STATEMENT OF STANLEY V. CAMPBELL, PRESIDENT OF NEW YorRK STATE 
ASSOCIATION OF ELEecTRIC COOPERATIVES ON THE REDEVELOPMENT OF NIAGARA 
FALLS 


My name is Stanley V. Campbell. I have been president of the New York Co- 
operatives for the past 2 years; I am a dairy farmer and I have been an officer 
of the Delaware County Electric Cooperative since its inception 13 years ago. 

The farmers served by the rural electric cooperatives in New York have gone 
on record at annual meetings in favor of a State of New York project at Niagara 
Falls under the condition that project power be allocated in accordance with 
the priorities to nonprofit distributors that have been part of national policy 
since the turn of the century. These farm people have expressed opposition 
to private ownership of Niagara generating plants. 

The advertising of the private power companies, and their statements before 
your committee, attempt to convey the impression that the people of New York 
want them, rather than the State, to have the great power potential of the 
Niagara. They have submitted long lists of organizations and individuals 
said to favor private development. The people of New York State do not favor 
these companies. 

All of the letters and resolutions the utilities have received came after much 
hard work and expense on the part of their employees. These testimonials 
were solicited by the companies and allied interests. The rank and file of 
most organizations backing private construction had little or no opportunity 
to hear an honest appraisal of the Niagara controversy. Those who voted for 
private power resolutions did so because top leaders of their statewide organiza- 
tions passed the word down that such resolutions should be passed. 

Members of such organizations as the Grange are beginning to realize they 
were sold a bill of goods on private ownership of Niagara. Slowly, but surely, 
the public is learning the truth and becoming doubtful of the motives of the 
electric utility monopoly. They are wondering why their own top leaders per- 
mitted them to be misled. Many of these folks are truly angry. 

Many upstate New York newspapers have been bribed with assurances of in- 
creased advertising in exchange for their editorial support of the five New York 
private utilities. Unfortunately, this support carries over from the editorial 
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pages to the newssheets in that the readers are most often permitted to see 
news releases that favor only the private utility viewpoint. News releases 
containing information favorable to public ownership of Niagara are usually 
not printed. 

But, through the efforts of some of New York's leading public officials, the people 
are learning the truth about Niagara and the private utility propaganda. The 
independent thinkers among New York’s population are overwhelmingly opposed 
to a tidelands oil-type giveaway at Niagara Falls. 

The private utilities generate the power the rural electric cooperatives pur- 
chase. The rates are very high because the monopolies want to be sure coopera- 
tively served farms will have high rates. This tends to make the rates charged 
their own residential consumers look favorable by comparison. The Public 
Service Commission has no control over utility rates to rural cooperatives. 

During 1953 the New York State Electric and Gas Corp., 1 of 5 interested in 
Niagara, charged the New York cooperatives over 11 mills per kilowatt-hour 
at wholesale. This is more than some farmers in this country pay at retail. 
Last year the Delaware County Electric Cooperative, of which I am a director, 
paid $59,000 at wholesale for power. At a3 mill Niagara rate this power would 
cost only $16,000, which indicates a rate reduction of $43 per year per consumer. 
This saving to the rural electric cooperatives will be possible only under public 
ownership of Niagara with a definite reservation of a block of the power for the 
cooperatives. This reservation, or prior allocation, has long been the foundation 
of national-power policy. 

With low cost power available to cooperatives and municipalities, there will 
be an incentive for the private utilities to cut operating expenses and pass on 
the savings to their own customers. Without this retail rate yardstick it is 
doubtful if the domestic customers of the private utilities will receive lower 
rates from Naigara power. We have heard no promises of lower rates if 
Niagara is developed by private enterprise. 

We urge this committee to reject proposals for private construction of Niagara 
and approve a public project by the State of New York with definite allocations 
of project output to the many small municipal and cooperative electric systems. 


S. V. CAMPBELL, 
President, New York Association or Rural Electric Cooperatives. 


STATEMENT OF Ropert N. DONOVAN, PRESIDENT, NORTHEASTERN ASSOCIATION OF 
ELEcTRIC COOPERATIVES AND MANAGER OF DELAWARE CouNTy (N. Y.) ELECTRIC 
COOPERATIVE 


Mr. Chairman and gentlemen of the committee, my name is Robert N. Dono- 
van. I am manager of the Delaware County Electric Cooperative at Delhi, 
N. Y. and past president of the Northeastern Association of Electric Coopera- 
tives, a business association of 14 REA financed systems in New York and 
New England. 

The rural electric cooperatives in New York and New England have many 
times stated a position favoring public development of Niagara Falls power 
by the Federal Government with power marketed within the economical trans- 
mission distance regardless of State lines and with the right of first availability 
of the scarce power being granted municipalities and rural electric cooperatives. 

The cooperatives favor, among the present bills, the Lehman-Roosevelt pro- 
posal for development by the State of New York with safeguards in the public 
interest. It is our belief that preference provisions are essential not only so the 
smaller consumer-owned power distributors will get a fair share of the Niagara 
output, but that they will be assured of enough waterpower that the low retail 
rate standard of the public systems will encourage the private utilities to operate 
more economically and reduce rates to their retail customers. Indirect com- 
petition of this sort is believed necessary to supplement regulation of utility 
rates by State commissions. 

While the Ives-Becker proposal for State development, and the Case proposal 
for leaving the decision to the Federal Power Commission, are both preferable 
to a handout to private monopoly, both are almost certain to result in public 
development without adequate protection for the consumer. 

The rural electric cooperatives particularly oppose legislation permitting five 
of New York’s private utilities to develop Niagara as not in the public interest. 
It is doubtful if private development will result in: (1) Any sizable amount of 
power for adjoining States; (2) adequate rate reductions for domestic and farm 
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consumers aS well as municipalities and cooperatives; (3) savings to consumers 
from coordination of Niagara with the State project at St. Lawrence and other 
future projects; (4) savings to consumers through the effect of indirect com- 
petition of public and private system retail rates; (5) an equitable distribution 
of cheap power among classes of consumers as well as equal treatment of all 
areas of the State; (6) increased use of power by domestic and farm users. 


ELECTRICITY SUPPLY IS PUBLIC BUSINESS 


Utility investors and executives are prone to consider the utility business like 
any other competitive profit making business and have been so much more 
imbued with the private-profit motive than the public-service motive. Their 
goal has been not a fair return on investment, but a maximum profit under the 
rules enforced by the regulatory agency. It behooves us to keep the electric 
power monopoly in hand and to see to it that they carry out their operations as 
publie service institutions. 

The power companies are trustees of a vital public function. They are in 
partnership with the State. The State determines through franchises who shall 
perform functions essential for life, comfort, and prosperity. The State con- 
tributes to the power companies rights and privileges of great value, such as: 
(1) A large measure of security in that the services are essential and therefore 
a market is assured; (2) protection against similar competitive enterprises; 
(2) the use of public streets and highways; (4) the right of invoking a sovereign 
power of the State, that of eminent domain. 

As far back as 1872 the United States Supreme Court ruled in regard to utility 
companies; “No matter who is the agent, the function performed is that of 
the State. Though the ownership is private, the use is public.” 


ARE THE FIVE NEW YORK UTILITIES QUALIFIED? 


Considering that the supply of electricity is a public function because of its 
essential and monopolistic nature, the question before us is whether it is more 
advantageous for the consuming public to have huge public waterpower re- 
sources developed without profit by a governmental agency or by private op- 
erators for profit. In regard to Niagara and St. Lawrence power people of the 
State of New York decided many years ago in favor of State ownership. 

In determining who should build Niagara the basic decision is between a 
public agency or a group of private companies in business for a profit. Which 
will better look after the public interest? Which is the better able financially 
and gives promise of the Jowest rates and the best service? 

In considering the qualifications of five private companies, it is necessary to 
see who they are and how well they have performed in the past. Their complete 
history should be carefully studied to see if they are worthy of the public trust. 
Have they been completely honest? Have they used undue influence upon State 
and Federal legislators? Have they always cooperated with the State regula- 
tory commission? 

The balance of this statement will attempt to determine if these five private 
monopolies are operating efficiently in the interest of low rates to the public and 
to see how well the public needs have been met. 


ARE THE FIVE COMPANIES EFFICIENTLY MANAGED? 


The five privately owned utility companies have tried to create the impression 
that they are very efficiently operated and that it necessarily follows that they 
alone are best qualified to construct, own, and operate the proposed power 
generating plants at Niagara Falls. The record is open for inspection for 
those who care to look at it. These New York companies compare quite un- 
favorably with the rest of the private utilities in this country. 

The accompanying table I matches certain vital statistics of the privately 
owned electric utilities of the United States for the year 1952 with the five 
New York companies interested in developing Niagara. This information was 
derived from the Federal Power Commission publication FPC 8-103 entitled 
“Statistics of Electric Utilities in the United States 1952 classes A and B 
Privately Owned Companies.” The Commission compilation was taken from 
the uniform annual reports to the FPC and includes 288 utilities having annual 
electric revenues of $250,000 or more, which includes nearly all the major 
privately owned electric power companies. 
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Also shown in table I are comparable statistics for 266 publicly owned class A 
and B utilities as reported to the Federal Power Commission and published 
in FPC 8-101. The data for the publicly owned utilities is for the year 1951. 

A study of table I and the supporting information from which it was com- 
piled shows that the five large New York electric utilities are below par as com- 
pared with the private utility industry as a whole, and are unquestionably less 
efficient than the smaller publicly owned systems. Being very large in size, 
and representing in scope of operations about 10 percent of the class A and B 
private companies, one would expect to find these five New York utilities more 
efficient than the industry as a whole, and particularly more economical than 
the publicly owned electric systems that have smaller generating plants as well 
as fewer lines and consumers. 

Referring to table I we note the following : 


Residential use and revenues 

1. While the area served by these five companies is one of the most prosperous 
in the Nation, the residential use of electricity is 21 percent below that of the 
average private utility, 2nd more than 40 percent below the Nation’s publicly 
owned utilities. It is generally true that where rates are high use is low. 
The average revenue per residential killowatt-hour sold by these five companies 
is 18 percent above the average of all private utilities, and 77 percent above the 
public systems. Since 4 of the 5 companies charge a residential rate higher 
than the average of all private systems, it cannot be justified that power cost 
in New York is above the national average because of the high investment re- 
quired to serve consumers in New York City. Not one of these five companies 
show a revenue per residential killowatt-hour sold as low as charged by the 
composite of the publicly owned systems. 


Commercial and industrial use and rates 


2. Service to commercial and industrial customers also shows up unfavorably. 
The average use in the commercial and industrial classifications of these five 
companies is 19.5 percent less per customer than the composite of all private 
companies, and the average revenue per kilowatt-hour sold is 7 percent higher 
than the average of the privately owned electric companies. Leaving out the 
Niagara Mohawk Power Corp., which sells its large block of water power to in- 
dustry, the four remaining companies receive 68 percent more revenue per 
kilowatt-hour and the per customer use is less than half of that in the com- 
mercial and industrial accounts of the average private power company. While 
the commercial and industrial rate of the publicly owned systems is lower than 
with the private companies, the per consumer use is also lower as the typical 
public plant included in the reports is a municipality serving no large industrial 
areas. 


Coste of generation 

3. Of the power generated by the 5 New York companies 21 percent was from 
hydropower as compared with 16.6 percent for the aggregate of the Nations 
private companies. The average total generating capacity of each of the five 
companies was 1,275,000 kilowatts, whereas the typical private utility had only 
223,000 kilowatts capacity. The five companies generated 89.5 percent of their 
requirements. Considering the greater proportion of water power of the five 
companies, as well as the larger generating plants which should reduce unit 
costs, you would expect these companies in New York to compare favorably in the 
cost of generating and procuring electricity. But, this is not the case. Pro- 
duction expense (before depreciation and taxes) of the five companies in the 
aggregate were 22 percent above those of all private utilities, and 20 percent above 
the public systems. The Niagara Mohawk Power Corp., obtaining 45.6 percent 
of its generation from hydropower, is more favorably situated than the other 
four. In answering charges of high rates in New York it is the Niagara Mohawk 
people who compare their territory with national averages, and hope the listener 
or reader will misconstrue the figures as applying to the service areas of all 
five companies. 


Transmission costs 

4. In the matter of high voltage transmission expenses per kilowatt-hour sold 
the five companies as a group are 18 percent below the Nation’s 288 private com- 
panies ; however, only 78 miles of high voltage transmission is in service in New 
York City thus tending to lower the transmission costs per kilowatt-hour of the 
5-company group. The four utilities outside of New York City spent for trane- 
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mission 0.34 mills per kilowatt-hour sold, this being 21 percent above the 0.28 
mill average of all privately owned class A and B utilities. 


Distribution costs 

5. Distribution costs per year per customer of the 5-company group were 19 
percent above the average of all class A and B privately owned utilities and ?® 
percent above the composite of publicly owned plants. 


tccounting and collecting expense 
6. Consumers accounting and collecting costs per customer were also high, 


being 3 percent above the composite of all class A and B private utilities and 48@ 
percent more than the smaller publicly owned plants. 


Sales promotion and advertising expense 

7. The 5-company combine asking for permission to use Niagara Falls reported 
spending in 1952 a sum of $6,725,235 for sales promotion and advertising. It 
would be interesting to know exactly how much has been spent by these com- 
panies in their Niagara Falls campaign for advertising in newspapers and maga- 
zines, and on the radio and television, as well as salaries to employees making 
speeches and soliciting resolutions and letters of support from organizations 
and individuals. Thinking the companies might be censored for these activities, 
it is possible many of these costs were so charged on the books that it would be 
impossible to find them. Costs shown as sales promotion and advertising con- 
sumed $1.14 for every $100 of revenue, which is 28 percent below the composite 
of class A and B privately owned utilities, but 20 percent more than similar costs 
incurred by the publicly owned systems. On a per customer basis the 5 com- 
panies spent $1.56 for these functions as compared with $1.07 for public systems. 


Administrative expenses 

8. Administrative and general expenses of the 5 companies in 1952 were 
$37,598,897, or $6.35 for every $100 of revenue, this being 2 percent below the 
average of all privately owned electric utilities. This cost to publicly owned 
systems was $6.40. Substantially lower unit administrative costs are generally 
found in the larger corporations, but not in the instance of these five power 
companies. 


Income taw expense 

9. These New York utilities are making a big thing of the fact they pay taxes. 
The reports to the Federal Power Commission reveal that as a group all class A 
and B privately owned utilities pay Federal income taxes amounting to 12.9 
percent of electric operating revenue. But, the 5 New York utilities as a group 
only pay 9.7 percent of their electric operating revenue to the Federal Govern- 
ment as income taxes, this being 25 percent less than paid by the composite group 
of 288 private electric utilities. 


Total electric operating expenses 

10. Total operating expenses of these 5 New York companies, before taxes, 
interest, and depreciation, were 10.5 mills per kilowatt-hour sold in 1952. This is 
23 percent above comparable costs of all class A and B privately owned electric 
utilities, and 35.7 percent above the publicly owned electric systems. Only 1 of 
the 5 companies is below the average of all class A and B private utilities in total 
operating expenses per kilowatt-hour sold, hence the relative inefficiencies of the 
New York electric utilities cannot be attributed to some unique characteristics of 
electricity supply inside the city of New York. 


RESIDENTIAL RATES 


One measure of how well the electric power companies are fulfilling their obli- 
gations as public service institutions is the reasonableness and level of their rates 
for service. It is interesting to note that each of the five companies asking for a 
congressional handout at Niagara Falls has increased its rates since the start of 
their campaign to educate the public. 

Table II compares residential rates of various cities in the United States for 
100 and for 200 kilowatt-hours use per month. This data, except for the Niagara 
Falls, Ontario rate, was taken from the Federal Power Commission report FPC 
R-45 entitled “Typical Residential Electric Bills 1952.” The Ontario rate was 
obtained from a booklet on Niagara power of the Public Affairs Institute, 
Washington, D. C. 
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The FPC publication reveals that for 100 kilowatt-hours the average residential 
user in only 9 other States pays more than the users in New York State, and of 
the 9 States with higher coxts 5 are in nearby New England. Only Connecticut 
of all New England has average lower rates than New York. Users in only 
10 States pay more for 100 kilowatt-hours than the residents of Pennsylvania. 

For 250 kilowatt-hours the residential users in only 11 States pay more than in 
New York, and, here again, 5 of these with higher rates are located in New 
England, Connecticut, being again a little lower than New York. 

The New York State average residential rate for 100 kilowatt-hours is 12 per- 
cent above the national average, is 69 percent above the cost in Tennessee, and is 
320 percent above the rate at Niagara Falls, Ontario. For 250 kilowatt-hours 
New York is 8 percent above the national average, is 53 percent above Tennessee, 
and 315 percent above Niagara Falls, Ontario. 

The residential rates charged by the Niagara Mohawk Power Corp. at Niagara 
Falls, N. Y., for 100 kilowatt-hours and 250 kilowatt-hours are more than double 
those charged by the public agency serving just across the river at Niagara Falls, 
Ontario. It will be noted that it is the Ontario Hydroelectric Power Commission, 
a nonprofit public agency, that serves the people on the Canadian side of the falls 
and is developing Canada’s share of Niagara power, and we aren’t hearing shouts 
of socialism from across the border. 

Three New York municipalities serving their own power needs are included 
in table II, each of which has retail residential rates for 100 kilowatt-hours and 
for 250 kilowatt-hours that are lower than what the Niagara Mohawk Power Corp. 
is charging at Niagara Falls, N. Y., the very location where this company has 
an installed hydrogenerating capacity of some 445,000 kilowatts. It is noteworthy 
that none of these three municipalities own any hydrogenerating plants. James- 
town, N. Y., has a coal-burning generating plant, while Dunkirk and Ilion purchase 
power at wholesale rates for distribution to their citizens. 

Many kave been led to believe New York’s high rate level is due to the high 
cost of serving the people in New York City ; however, this is not the fact. Four 
of the five companies bidding for Niagara have rates above the national average, 
and the highest rates charged by these companies is not in New York City, but 
upstate along the Hudson River in the territory of the Central Hudson Gas & 
Electric Co. 

RATES TO REA COOPERATIVES 


Reports of the Rural Electrification Administration reveal that the RBA co- 
operatives in the Northeast pay the highest of any in the country for the power 
they buy at wholesale. Those in New York and New England rely on the private 
utilities for their source of power—the same companies that previously refused 
to serve the farmers now connected to their locally managed cooperatively owned 
lines. Having refused to build lines to the more isolated rural areas on the 
grounds that it was uneconomical, you would expect that true public service 
organizations would sell wholesale power to these farmers as cheaply as pos- 
sible, especially after rural people had built their own lines and connected them 
to those of the privately owned companies at little or no additional cost to the 
utilities. But, this sort of policy is not tobe found. In the Northeast the utilities 
charge the REA cooperatives all the traffic will bear. 

In New York State the Public Service Commission exercises no jurisdiction 
over rates charged to the rural electrics ; and, in fact, the Public Service Commis- 
sion of New York recently held that it could not, and would not, restrain the 
Niagara Mohawk Power Corp. from building lines duplicating those of a coop- 
erative for the purpose of serving farms already served by a cooperative. Appa- 
rently Niagara Mohawk considers it perfectly proper to duplicate the facilities 
of others, but when it is proposed that a public agency develop Niagara power 
and build much needed transmission lines, so the power will not be monopolized 
near the falls, the Niagara Mohawk crowd shouts to the high heavens that public 
transmission lines are a wasteful duplication of their facilities and will drive 
them out of business. 

The wholesale rate charged the REA cooperatives in New York by the New 
York State Electric & Gas Corp. is 11.2 mills ner kilowatt-hour, which is 42 
percent above the national average paid by rural electric cooperatives, 34% times 
that charged cooperatives in the State of Washington, and a rate exceeded by 
charges in only 12 other States. This same company sells at retail to its 
own residential consumers at a rate of 11 mills for electric water heating and 
all other uses during the night hours ending at 7 a.m. In serving the coopera- 
tives wholesale at more than to its own residential users at retail, the utility 
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makes an unreasonable profit, having only one cooperative meter to read, having 
no distribution lines to furnish and maintain, and having no distribution system 
line losses or taxes to absorb. 

Of the 12 States having cooperatives paying more than those in New York, 4 
are in the Niagara-St. Lawrence marketing area. The highest cooperative rates 
in the United States are in Maine where the average wholesale rate paid to the 
private utilities was 15.1 mills for the fiseal year ending June 30, 1952. 


HAVE THE FIVE COMPANIES SERVED NEW YORK WELL? 


The executives of the New York utility companies sometimes try to justify their 
high rates by saying they are selling more than kilowatts, and what they are 
really selling is service. This leaves the thought that the people in States having 
lower rates than New York may be experiencing low voltage, service outages, 
and power shortages, 


Overloaded lines 


Just what is the service record of the New York utility companies? Because 
of unsteady voltage on the power company lines, every rural electric cooperative 
in New York now has or will have voltage regulators to control the voltage of 
the power received from the private utility transmission lines. Low voltage 
generally results from inadequate generating capacity or the failure of the 
utility company to provide heavier transmission and distribution lines to meet 
the ever increasing use of electricity. 

In Binghamton, N. Y., it has been said that many television fans cannot see 
the Saturday night wrestling matches from 11 p. m. on because so many people 
with electric water heaters take their baths causing the voltage to become so 
low that television pictures are lost. 


Inadequate generating capacity 


The service record of these utilities in New York is not one they should be 
proud of. Not only are their rates high, but they have not always provided 
generating capacity soon enough to meet the needs of our expanding economy. 
By limiting investment in reserve generators, the power companies have been 
able to realize the highest possible profits. 

During 1952, according to reports to the Federal Power Commission, 2 of the 
5 companies seeking Niagara Falls were not self sustaining in generating capac- 
ity. The Central Hudson Gas & Electric Co. purchased 27 percent of its re- 
quirements, while the New York State Electric & Gas Corp. purchased 24 
percent. 

Referring to the power industry as a whole in its edition of March 28, 1947, 
the Wall Street Journal said in part: “One factor generally overlooked is that 
the electric utility industry for the past several years has been operating prac- 
tically without reserve generating capacity. This is a very important factor, and 
one incidentally which has accounted in some part for the high earnings which 
the industry has been able to record over the past several years.” 


Power shortages cause industrial shutdowns 

The annual report dated January 19, 1948 of the New York State Power 
Authority contained the following three items among others in a section en- 
titled Shortage of Power Curtails Production and Employment in Leading In- 
dustry. These referred to the inability of the major New York electric power 
companies to supply the demands due to lack of sufficient reserve generating 
capacity, and are repeated here as shown in the report: 

October 22, 1947.—In a front-page article headed “Plant Output Cut by Power 
Shortage,” signed by its financial editor, Hilton Hornaday, the Buffalo Evening 
News reported that “industrial production of the Niagara Frontier was set back 
sharply today by a shortage of electric power which reduced operations in 
many plants, and in some cases sent workers home.” The article continued: 

“More than 70 plants were affected in varying degrees, including Bethlehem 
Steel, Westinghouse and Western Electric, Wickwire Spencer Steel and Twin 
Coach Co.” 

“A curtailment averaging about 15 percent in power use was effective through- 
out the day. On Tuesday, October 21, the restriction was in effect only in the 
evening hours from 4 to 8. * * *” 

“The power company said its inability to meet the full-load requirements today 
stemmed from severe drought conditions in the Adirondack area.” 
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“Low water in streams in that area prevented hydroplants there from feeding 
a normal amount of power into the Buffalo-Niagara Electric System. This put 
severe pressure on steam-generating plants.” 

“Westinghouse Electric got only half enough power to run its machines Tues- 
day night, and today was limping along with a cut of 20 percent. It is losing 
substantial production, an executive said. * * *” 

“Western Electric halted production temporarily in its Buffalo plant Tuesday 
night because of the power curtailment, sending home one entire shift of em- 
ployees 2 hours after they reported to work at 3:30 in the afternoon. Manager 
Harold B. Schmidt said the plant had a 25 percent loss in production 
Tuesday. * * *” 

October 24, 1947.—Following its public appeal for conservation of electricity, 
the public service commission said in a release at Albany: 

“The Public Service Commission announced that it is considering the need 
for restricting the use of electricity because of the continued drought in the 
upstate areas which has caused a material reduction in available hydroelectric 
power.” 

“Parts of the State are already experiencing a shortage of electric power and 
the situation may become acute unless the available energy now being produced 
is conserved.” 

“Steam-generating stations and interconnecting tielines are being fully utilized 
to transfer power from one area to another where a deficiency exists. Utilities, 
principally those in the Niagara-Hudson system, and large scale industrial cus- 
tomers are arranging for curtailment of power consumption upon a voluntary 
basis.” 

“After reviewing conditions on a statewide basis, the Commission is asking 
that consumption of electricity be reduced and that all unnecessary and non- 
essential uses be eliminated in homes, stores, and industrial enterprises in the 
upstate areas * * * If reductions of use can thus be obtained in central and 
northern New York, drastic measures may not be necessary. Electricity is being 
transmitted to the capacity of available transmission facilities. As the drought 
is general in the Eastern States, little or no electric power can be expected from 
out-of-State sources.” 

November 15, 1947: Business Week commented on the restoration of electric 
power service by companies of the Niagara Hudson system early in November, 
after curtailment had been ordered in October : 

“After 8 weeks with only 1 inch of rain, the system’s hydropower reservoirs 
were so low that generating capacity was off 175,000 kilowatts. This is enough 
to serve two cities the size of Syracuse. So, late in October, Niagara-Hudson 
had to ask factories all across the State to cut down power use during hours of 
peak demand. Percentage cuts varied; many ran around 15 percent. Some 
plants on interruptible contracts made 50 percent and even, briefly, 100 percent 
cuts. No domestic or commercial users were affected. The drought hit Niagara 
Hudson at the worst possible time. Like other utilities, it is fighting to keep up 
with huge demands while it expands capacity.” 

The article states that the company has 275,000 kilowatts of steam and hydro- 
capacity under construction or on order, the first units of which will go into 
operation late in the fall of 1948. 


SERVICE TO RURAL NEW YORK 


If the utility companies rates in New York are high because they are giving 
a real service to the people, there is one large segment of the population that 
doesn’t seem to know it. The New York State farmer waited a long time, and 
many of them are still waiting. 

In 1935 when the Rural Electrification Administration was established New 
York State had 119,000 farms, or 67.3 percent, without central station electric 
service. Considering that since that time there have been no major innovations 
in the science of rural power service, it seems these utilities would have extended 
rural lines before 1935 in carrying out their obligation to serve all those in their 
franchise territories. 

Not until a threat arose of the farmers serving themselves through cooper- 
atively owned lines did the New York utilities get busy in some areas. Tiring 
of waiting for the private companies, farmers in six areas organized their own 
cooperatives in 1941. Due to the advent of World War II and the shortage of 
war materials, as well as the obstruction of the power companies in the State 
capital, no cooperative lines were completed until 1944. While the cooperatives 
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in New York connected relatively few farms compared with the total farm 
population, the existence of cooperative efforts gave the private companies a 
much needed incentive. 

One of the six cooperatives, located in the Genessee Valley area in western 
New York, never got its lines built because the private company rapidly built 
lines to cream skim the co-op area, thus rendering it uneconomical for the re- 
maining farmers to serve themselves. The taxpayers of the United States 
suffered a direct loss from these Genessee Valley raids because money advanced 
by REA, and spent for engineering and organization, has never been and will 
not be repaid. 

While New York has about 95 percent of its farms electrified there are still 
about 6,000 farms waiting for service. These are located too far from existing 
cooperative lines and are so far scattered that it would be uneconomical to form 
new cooperatives so they could serve their own needs. Realizing the utility com- 
panies in New York make it a practice to charge for rural line extensions in 
excess of 500 feet in length, it is doubtful if places still unserved will ever have 
electricity. Charges for such line extensions have been based on construction 
costs as high as $5,000 per mile. During the years rural electrical cooperatives 
were being organized, the utility companies abandoned their policy of charging 
for line extensions in some areas, but quickly reinstated their charges when it 
was seen that cooperative construction was near completion. 

These utility companies are not fit to develop Niagara in the public interest, 

It is seen that the record of these five New York electric power companies leaves 
much to be desired and raises serious doubts of the wisdom of granting them 
a public trusteeship over the people’s great natural resource at Niagara Falls, 

Not considering dubious methods of manipulating public opinion, and influenc- 
ing legislation, and past attempts to break down regulation through such devices 
as excessive charges to subsidiaries, it has been shown that these power 
companies : 

1. Charge about the highest rates in the Nation. 

2. Are inefficiently operated as compared with the power industry as a whole, 

3. Discriminate against rural electric cooperatives in their wholesale rates 
to them and in raids on their consumers. 

4. Refused to serve rural areas. 

5. Have not kept pace with growing demands for service. 

6. Failed to provide sufficient generating capacity with resulting dimouts, cur- 
tailment of service, and shutdown of industrial plants. 

It would be a grave mistake if this committee were influenced by smooth talk 
and false propaganda into recommending a handout of the potential at Niagara 
Falls to this new private monopoly. 


NIAGARA MUST BE A PUBLIC PROJECT 


Development of Niagara power by the State of New York with a public service 
rather than a profit motive will result in large rate reductions to the domestic 
and farm consumers as well as to industry. Priority of availability of water- 
power to municipalities and rural cooperatives will have a stabilizing influence 
on rates to retail customers of the private companies. Coordinated transmission 
of power from Niagara and St. Lawrence will produce additional benefits. Con- 
sumers will purchase and use additional electrical equipment once rates are 
lowered. Some of the industry lost to other areas will be regained. Other States 
in the Northeast will become interested in making use of many sizeable un- 
developed waterpower sites with similar benefits. 

The economy of the whole Pennsylvania, New York, New England area will 
be stimulated. 

The rural electric cooperatives urge this committee to reject the proposal for 
private development of Niagara, and recommend development by the State of 
New York with the public safeguards that have been an essential element of 
the Nation’s waterpower policy for many years. 

Ropsert N. DONOVAN, 
Manager, Delaware County Electric Cooperative, Inc, 
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TaBLe I.—Comparison of sales, revenues, and expenses 


5 New York utilities asking for Niagara Falls—1952 
Composite average of all class A and B privately owned facilities—1952 
Composite average of all publicly owned utilities—1951 


() (2) (3) 


} 
| Five New Composite faa neste 
York electric - — 
| utilities ah 
utilities 


ELECTRICITY SALES AND OPERATING REVENUES 


Residential customers: 
Annual sales per residential customer - -.-kilowatt-hours__ 
Annual bill paid per residential customer 
Average revenue per residential kilowatt-hour sold _cents_- 
Commercial and industrial customers: ! 
Annual sales per customer 
Annual bill paid per customer 
Average revenue per kilowstt-hour sold 
All customers: Total electric iy revenue per kilo- | 
watt-hour sold 


Rg. 
eo 


. 82 
2 238 se8 


ELECTRIC OPERATING EXPENSES 





Production expenses per kilowatt-hour sold- - _- ae 

Transmission expenses per kilowatt-hour sold mills_- 

Distribution expenses per customer 

Consumers accounting and collecting per customer 

Promotion and advertising per $100 of revenue 

Administrative and general expense per $100 revenue 

Total operating expenses per kilowatt-hour sold (before ag 
mills. 

TAXES 





Federal income tax (percent of electric operating revenue) 





NOTE 


(1) Class A and B utilities are those having annual electric revenues of $250,000 or more. 
as -R Data on private utilities obtained by R. N. Donovan from Federal Power Commission publication 
10 
(3) Data on private utilities obtained by R. N. Donovan from American Public Power Association 
document 53-S-01, based on data from Federal Power Commission publication S-101. 
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TABLE II.—T ypical residential electric power bills, 1952 
‘ real a 


Monthly use, 
kilowatt-hours 


a ae aap a Served by 
100 kilo- 250 kilo- 
watt-hours | watt-hours 





Niagara Falls, N. Y....--.---- 
Eugene, Oreg..-..... ida Sivas 
Portland, Oreg 

State of Tennessee average -- 
State of Washington average. 
Los Angeles, Calif 

Sacramento, Calif 

San Francisco, Calif. ........... 
Chattanooga, Tenn. 
Bloomington, Ill 


| Niagara “Mohawk Power Corp. 
| Public system. 
| Portland General Electrie Co. 


Niagara Falls, Ontario._. Gisnsiee 7 | Public system. 


Pubijes system. 


Pacific Gas & Electric Co. 
| Public system. 
Part served by private company. 
Part served by municipality. 
| Commonwealth Edison Co. 
— system. 
0. 


Do, 
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Chicago, I 


llion, 

Jame stown, N. 

United States Average _- Jos 
State of New York average 
Rochester, N. Y..-- 
Albany, N. Y-- 

Geneva, N. wee é 
P oughkeepsie, Ba Peaks 
New York, N. 

Holyoke, Mass 

Boston, Mass..-_. 
Montpelier, Vt 
Manchester, N. H......-- 
Waterbury, Conn 
Providence, R. I 

Portland, Maine 

Erie, a 

He arrisburg, Wiasbwess 


Rochester Gas & Electric Co. 
| Niagara Mohawk Power Corp. 
| New York State Electric & Gas. 
Central Hudson Gas & Electric Corp. 
| Consolidated Edison Co. 
| Public system. 
Boston Edison Co. 
Green Mountain Power Co. 
Public Service Co. of New Hampshire. 
Connecticut Light & Power Co. 
| Narragansett Electric Co. 
Central Maine Power Co. 
Pennsylvanie Electric Co. 
“a 
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Pennsylvania Power & Light Co. 


House oF REPRESENTATIVES, 
Washington, D. C., May 12, 1954. 
Re Niagara development legislation. 
Hon. EDwarp MartTIN, 
Chairman, Senate Committee on Public Works, 
Senate Office Building, Washington 25, D. CO. 


Dear SENATOR MartTIN: When I appeared before the Senate Public Works 
Committee on March 6, 1954, Senator Case had not yet testified in support of 
his bill. The Case bill would eliminate the reservation in the 1950 Treaty with 
Canada, erase 5 years of intense effort on the part of the Congress to deter- 
mine the important public policy question here involved and delegate its deter- 
mination to the Federal Power Commission. 

I have read Senator Case’s statement of May 3, 1954, in support of his bill 
and I am impelled to address you further because Senator Case undertakes 
to support his position with facts which are entirely misunderstood. Thus, 
while Senator Case expresses difficulty in contemplating a development by 
private enterprise of such a natural resource as Niagara Falls, he does not 
seem to be aware of the fact that since 1895 private enterprise has owned and 
developed almost half a million kilowatts of capacity at Niagara Falls. Further- 
more, Senator Case envisages the private enterprise bill as requiring the Con- 
gress to determine, not only who shall undertake the development, but questions 
of financing, distribution of the project power and the like. This is just not so. 
The private enterprise bill, if enacted, would merely settle our power develop- 
ment policy as one which would not disturb private enterprise in the construc- 
tion of hydroelectric developments involving no traditional function of gov- 
ernment. The private enterprise bill would leave entirely undisturbed all of 
the regulatory provisions of the Federal Power Act, and expressly requires that 
“the license to be issued hereunder shall incorporate all of the provisions of 
the Federal Power Act as amended * * *.” Additional provisions which the bill 
would require with respect to a preference in the distribution of project power 
te directions from the Department of Defense and the payment by the licensee 
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of the United States’ share of the cost of construction of the remedial works «re 
not the subject of any dispute by anyone. 

The proposal under the Case bill that the Congress now delegate to the Federa] 
Power Commission the determination of the highly important public policy 
question here involved is unnecessary, unsound and inequitable. This is espe- 
cially so since the engineering plans of the State and the private electric com- 
panies are the same. 

Under the Federal Power Act the result of enactment of the Case bill would 
be a foregone conclusion. The Federal Power Commission would be required 
to close its ears to expressions of public opinion, rule out all evidence on the 
policy question of whether Government should be permitted to invade the private 
enterprise field of pure power projects and would have no alternative except 
to license a development by the State government. 

It is urged that the problem before the committee is best resolved by the 
Federal Power Commission because of the expertness of that commission in 
the technical problems involved. However, all of the technical problems of 
any substance have already been fully resolved. There is no disagreement 
here between the Federal, State, and private power company engineers as to 
the plan of development which should here be employed. The Bureau of Power 
of the Federal Power Commission rendered an engineering report in 1949 
which was a result of the cooperative efforts of all of these engineers and the 
plan of development as set forth in that report is expressiy referred to and 
incorporated in the private enterprise bill. Congressional enactment of the 
private enterprise bill will be followed in any event by a licensing proceeding 
under the Federal Power Act in which there will be full opportunity for the 
application of all of the Commission’s expertness. 

Thus, the only problem here is one of highly important public policy which 
would be decided only by the Congress, namely, whether we are going to permit 
any form of government, for the first time, in the entire history of hydroelectric 
development to enter the pure electric power business where no traditional 
function of government is involved. This problem, which, to my mind, involves 
the very roots of our private enterprise system, should be resolved by the Con- 
gress itself and not by the agency which the Congress has constituted largely for 
the purpose of resolving problems of regulation, engineering, accounting, and other 
technical matters. 

Moreover, the elimination of the Treaty reservation would turn the clock 
back 4 years, and after the House has acted pursuant to the reservation. Nor 
would it restore the status quo obtaining in 1950 when the reservation was 
adopted. At that time, the only entity qualified to apply for a Federal Power 
Act license was private enterprise. Federal construction required enabling 
Federal legislation; and the chairman of the New York Power Authority has 
testified that its State enabling legislation did not then empower it to undertake 
the Niagara development. The Power Authority waited 23 years for its license 
under the Federal Power Act for the St. Lawrence power development with 
competition only from Federal authorities and not from investor-owned utilities. 
The public interest will be the chief sufferer if the Senate of the United States 
should at this time, neglect to accept responsibility to decide this question which 
it reserved to itself at the time of ratification of the 1950 treaty. 

I submit again that the public interest dictates prompt favorable action in 
the Senate on the Capehart-Martin-Miller bill, which the House has already 
passed. 


Respectfully submitted, 
Wiitiam E. MILiEr, 
Member of Congress. 


CAMBRIDGE SPRINGS, PA., 
May 12, 1954. 
Senator Epwarp MARTIN, 
Chairman, Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 


This cooperative with 7,300 members in northwestern Pennsylvania strongly 
urges your support for legislation to develop power at Niagara Falls with assur- 
ance that electric co-ops and public systems in Pennsylvania will receive a share 
of the power. Our view is that any other legislation will not only preclude us 
from any benefit from that great supply of cheap power but will also cause 
migration of industry and labor from Pennsylvania into that area. Imported 
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oil and natural gas are damaging our economy. Niagara power combined with 
ur fuel-generated power will help our economy. 
NORTHWESTERN RURAL ELECTRIC COOPERATIVE ASSOCIATION, INC. 
H. M. Burrows, President. 


DELHI, N. Y., 
June 5, 1954. 


Senator Epwarp P. MARTIN, 
Chairman, Senate Public Works Committee, 
Washington, D. C. 

Rural electric cooperatives in New York and your own State need cheaper 
electric power. We will not get any under the five company Niagara proposal. 
Niagara savings will never reach the people unless handled by the power au- 
thority. Private interests want all the savings and your proposal assures them 
of it. Niagara must be a public project with necessary yardsticks through part- 
nerships with publicly owned power distributors. Your committee has refused 
to hear rural people from New York. As president of the New York REA Asso- 
ciation I again ask that you permit our people to address your committee. 

S. V. CAMPBELL. 


UnitTep States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
May 12, 1954. 
Senator EpwARD MARTIN, 
Chairman, Senate Public Works Committee, 
Senate Office Building, Washington, D. C. 

Dear Ep: In recent hearings before the Senate Public Works Committee, on 
the bill which I have introduced authorizing private enterprise to undertake 
the redevelopment of the Niagara River, questions have been raised as to the 
possible unconstitutionality of my bill, especially in the light of the recent de- 
cision of the United States Supreme Court—Federal Power Commission v. 
Viagara Mohawk Power Corporation. 

As you may know, Niagara Mohawk Power Corp. is 1 one of the 5 New York 
electric companies anxious to undertake the redevelopment if authorized. It 
has undertaken to secure from John W. Davis, noted constitutional authority, who 
represented it in the Supreme Court proceedings, his opinion as to the consti- 
tutionality of the private enterprise bill, particularly in the light of the Supreme 
Court decision. 

At my request, I have been furnished with copies of Mr. Davis’ opinion. I 
have requested that the opinion be included in the record of the committee 
hearings, and I am enclosing a copy for your consideration. 

Regards. 

Sincerely, HoMER. 


Davis PoLK WARDWELL SUNDERLAND & KIENDL 
New York 5, N. Y., May 11, 1954. 
NIAGARA MOHAWK POWER CorpP., 
Syracuse, N. Y. 
(Attention Earle J. Machold, president. ) 

DEAR Mr. MacHortp: You have called my attention to a bill entitled H. R. 
4351 (83d Cong., Ist sess.) which has passed the House of Representatives and is 
now pending in the Senate. As stated in its caption its purpose is “to preserve 
the scenic beauty of the Niagara Falls and River, to authorize the construction of 
certain works of improvement on that river for power purposes, and to further 
the interests of national security by authorizing the prompt development of such 
works of improvement for power purposes.” 

You have put to me two questions: (1) Is the bill as presented unconstitu- 
tional? (2) Is any doubt cast on this question by the recent opinion of the 
Supreme Court in Federal Power Commission v. Niagara Mohawk Power 
Corporation (347 U. 8. 239)? 

In my judgment the answer to both these questions must be in the negative. 

Congress undoubtedly had the power to create the Federal Power Commission 
and to confer on it the authority set forth in the Federal Power Act and the 





494 NIAGARA FALLS) POWER DEVELOPMENT 


amendments thereto, including the power to issue licenses to citizens, corpora- 
tions, States, or municipalities for the purpose of constructing, operating, and 
maintaining projects of the type described in the act. However, this did not 
exhaust the powers of Congress in the field. Congress could still by appropriate 
enactment increase or decrease the authority of the Commission in any given case 
or type of cases, or could itself reassume the authority conferred by it on the 
Commission. 

When the Senate advised and consented to the ratification of the treaty signed 
on February 27, 1950, between the United States and Canada concerning uses 
of the waters of the Niagara River it contemplated control of the Niagara 
River redevelopment by Congress by making the following reservation : 

“The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provi- 
sions of the treaty, and no project for redevelopment of the United States share 
of such waters shall be undertaken until it be specifically authorized by act 
of Congress” (1 U. 8S. T. 689). 

The bill we are considering would satisfy the requirements of this reserva- 
tion and leave to the Federal Power Commission most of its powers under the 
act with respect to the Niagara project. In doing so, however, the bill sets forth 
certain conditions and mandates. ‘The most important of these perhaps is that 
which authorizes and directs the Commission to issue “as soon as practicable, 
to citizens of the United States, or to any association of such citizens, or to 
any corporation organized under the laws of any State, a license for the pur- 
pose of prosecuting works of improvement for redevelopment of the Niagara 
River in substantial accordance with the project plans outlined in the report 
of the Bureau of Power of the Federal Power Commission dated September 28, 
1949 * * *.” This seems to me to be nothing more than an exercise by Congress 
of a power with respect to the regulation of a navigable stream which in the 
act, as amended, it had earlier delegated to the Commission. If Congress had 
the power to delegate a power it can surely exercise that power itself. 

Nor do I find any constitutional questions raised by the other provisions of 
H. R. 4351. 

As to your second question, I do not believe that the Niagara Mohawk case 
casts any doubt on the constitutionality of the bill. In that case the question 
was Whether the Federal Power Act abolished existing proprietary rights to 
use waters of the Niagara River. All of the justices participating in the case 
agreed that the act was not intended to interfere with water rights created by 
State law. The act merely imposed upon owners of such rights the additional 
obligation of using them in compliance with the act. This seems to me to have 
no bearing whatever on the constitutionality of H. R. 4851. 

Very truly yours, 
JOHN W. Davis. 





